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ARE GENERAL FIRE INSURANCE CARRIERS 











Millers Mutual Fire Insurance Co.................6- Harrisburg, Pa. 
Millers Mutual Fire Insurance Co................ Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co........... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association. .............+++ Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co......... Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co.......... Kansas City, Mo. 
National Retailers Mutual Insurance Co................ Chicago, Il. 
Michigan Millers Mutual Fire Insurance Co...........Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co.............. Des Moines, Ia. 


MILL MUTUAL FIRE PREVENTION BUREAU 
100 W. Madison St., Chicago, Il. 


A Service organization maintained by the Mill Mutuals. 


























THE RETURNING VETERAN 


Many veterans are now returning home. They want to resume their former places in 
society. They intend to become useful and productive citizens in their home communities. 
They need jobs to do this. Industry wants to employ them. We can help. 


Most of these veterans present no placement problem. Others will have handicaps. 
The placement of such men requires care and consideration, Their industrial safety is of 


paramount importance. Therefore, proper job placement is essential. 


Past experience in the placement of workers with handicaps proves that this desirable 
objective is obtainable. As compensation insurance carriers, we stand ready and willing to 
help plan and organize a proper program. 


During the last twenty years over one million victims of industrial accidents have 
suffered permanent handicaps and have returned to useful work. Mutual casualty insurance 
companies have advocated and encouraged the re-employment of such men and women 
and have helped many policyholders develop a program for their placement. The results 
have been gratifying and worthwhile. Experience proves that such properly placed 
employees with handicaps have fewer accidents, fewer absences, fewer resignations and 
fewer discharges for cause than the average for other groups. This record shows the way 
for similarly good results with the injured veterans. 


It has occasionally been assumed that companies writing Workmen’s Compensation 
insurance increase the premium rates when physically handicapped persons are employed. 
This is not a fact. Serious second injuries to previously injured workers occur infrequently. 
Workmen’s Compensation insurance rates are based on the experience of the class of 
business modified in some cases by individual plant or business experience. If the employ- 
ment of handicapped persons resulted in more losses than normal, there would be a rate 
increase. There is no indication that total losses are increased when the, physically handi- 
capped are fitted into proper jobs. The failure to employ handicapped persons because of 
anticipated increased insurance cost is economically unsound. 


We are dedicated to the proposition that disabled veterans and other persons with 
physical handicaps are employable and that their employment is consistent with sound 
insurance principles, 


To that end we have developed and placed in the hands of policyholders and other 
interested persons and organizations a five-step plan for the placement of such individuals 
with safety to themselves and with benefit to all. 


A copy of the plan is yours for the asking. 


NATIONAL ASSOCIATION OF MUTUAL CASUALTY COMPANIES 


919 North Michigan Avenue — Chicago 11, Illinois 
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God rest you, merry Innocents, 
While innocence endures. 

A sweeter Christmas than we to ours 
May you bequeath to yours. 


Ocpen Nasu 
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NEXT MONTH 


We expect to start the New Year 
off in good style with an interesting 
article on Multiple Line Underwrit- 
ing Powers contributed by the Pres- 
ident of one of the larger casualty 
companies and an equally interest- 
ing one on The Farm-Risk Problem 
from the pen of Dr. V. N. Valgren, 
who is well known to Journal read- 
ers. Then there will be a thought 
provoking piece on the trend in au- 
tomobile insurance by Paul H. Wil- 
liams and the usual contribution of 
W. H. Rodda—this time on an in- 
land marine subject. 
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COMMISSIONERS PROPOSE FEDERAL LEGISLATION 


HE National Association of In- 

i surance Commissioners by its 

Executive Committee, of which 
Commissioner Edward L. Scheufler 
of Missouri is the chairman, has sub- 
mitted to the Congress of the United 
States its proposal for legislation to 
meet the situation developed by the 
United States Supreme Court deci- 
sion of June 5, 1944 in the South- 
Eastern Underwriters Association 
case holding insurance to be com- 
merce. 

In presenting its legislative pro- 
gram the Executive Committee filed a 
memorandum of explanation of the 
text of the proposal, together with 
the report of its Sub-Committee on 
Federal Legislation of which Com- 
missioner C. F. J. Harrington of 
Massachusetts was the chairman. 

The report, the proposal and the 
memorandum represent months of 
continuous and laborious effort upon 
the part of committees of both the 
Commissioners’ Association and the 
insurance industry. That the result 
is not entirely pleasing to all con- 
cerned was to be expected. There 
have been and are differences between 
the various elements in the business, 
but happily these differences are ones 
of judgment and opinion rather than 
of principle or as to the desired ob- 
jectives. They should and will be 
composed. 

The officers of the National Asso- 
ciation and the chairmen and mem- 
bers of its Executive and special com- 
mittees have shown a commendable 
degree of patience, care and judicial 
ability in their consideration of the 
many views and opinions presented 
for their consideration. Their effec- 
tive handling, thus far, of this most 
important problem is additional evi- 
dence that State regulation of insur- 
ance is in competent hands. 

Because of the great importance of 
this action upon the part of the In- 
surance Commissioners we are pub- 
lishing on the following pages the 
full text of the proposed legislation 
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and in part both the explanation of 

the text and the report of the sub- 

committee, omitting for the sake of 

brevity most of the legal citations and 

much of the history of state regula- 

tion contained in the latter. 
eee 


Following announcement by the 
Commissioners the National Associ- 
ation of Automotive Mutual Insur- 
ance Companies and the National As- 
sociation of Mutual Casualty Com- 
panies voted to support the program 
in principle. This decision was 
reached in a two-day executive ses- 
sion after consideration of all phases 
of the matter—the Atlanta case, the 
court decisions, the Supreme Court’s 
unwillingness to grant a rehearing, 
the legislation pending in Congress, 
the views of the Commissioners in- 
dividually and as an organization and 
the opinions of the other insurance 
company groups. 

While the mutual companies have 
all along supported the doctrine of 
states’ rights in connection with the 
regulation of the business by the sev- 
eral states, the endorsement of the 
commissioners’ program in principle 
was largely prompted by the belief 
that the commissioners are in an ex- 
cellent position to judge a matter of 
this nature. F 

It was likewise recognized that the 
Commissioners Committee had made 
a very thorough study of the subject 
and had received and given every 
consideration to the views of all seg- 
nients of the business. The commis- 
sioners’ approach was not only intelli- 
gent, but it was entirely in keeping 
with the best traditions of such a reg- 
ulatory body in that all phases of the 
matter were considered with the ut- 
most impartiality and from a com- 
pletely judicial point of view. 

In not endorsing the draft of the 
proposed bill the two associations re- 
served the right to suggest changes 
if it seemed necessary to more defi- 
nitely protect all of the legitimate ac- 

(Continued on page 19) 
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Text of Congressional 
Legislation 


Recommended by National Association of 
Insurance Commissioners 


and taxation by the several States of the business of insurance 

is in the public interest, and that silence on the part of the Con- 
gress shall not be construed to impose any barrier to the regulation 
of such business by the several States. 

Sec. 2. (a) The business of insurance, and every person engaged 
therein, shall be subject to the laws of the respective States which relate 
to the regulation of such business and which impose fees or taxes 
thereon. 

(b) No Act of Congress shall be construed to invalidate, im- 
pair or supersede any law enacted by any State for the purpose of reg- 
ulating the business of insurance, or which imposes a fee or tax upon 
such business, unless such Act specifically so provides. 

Sec. 3. Nothing contained in the Federal Trade Commission Act. 
as amended, or the Act of June 19, 1936, known as the Robinson-Pat- 
man Anti-Discrimination Act, shall apply to the business of insurance 
or to acts in the conduct of that business. 

Sec. 4 (a) Until July 1, 1948, the Act of July 2, 1890, as 
amended, known as the Sherman Act, and the Act of October 15, 1914, 
as amended, known as the Clayton Act, shall not apply to the business 
of insurance, or to acts in the conduct of such business. 

(b) On and after July 1, 1948, the said Sherman Act shall not 
apply (1) to any agreement or concerted or cooperative action which 
prescribes the use of rates for insurance, insurance policy or bond forms 
or underwriting rules or plans if such rates, forms, rules or plans are 
required, by the law of the State in which they are to be used, either 
to be approved by the supervisory official or agency of such State hav- 
ing authority with respect thereto, or to be filed subject to disapproval 
by such official or agency; (2) to the use of any such rates, forms, rules 
or plans which have been so approved or filed; (3) to any cooperative 
or joint service, adjustment, investigation, or inspection agreement re- 
lating to insurance, or to acts under such agreements; (4) to any agree- 
ment or concerted or cooperative action among two or more insurers 
to insure, reinsure or otherwise apportion the risks taken by the parties 
to such agreement or any of them, or to issue policies of bonds with 
joint or several liability; (5) to any agreement or concerted or coopera- 
tive action with respect to the payment of insurance agents’ or brok- 
ers’ commissions; (6) to any agreement or concerted or cooperative 
action with respect to the collection and use of statistics or with respect 
to policy or bond forms; or (7) to any agreement or concerted or co- 
operative action providing for the cooperative making of insurance rates, 
rules or plans, if such agreement does not require the use of such rates, 
rules or plans. 

(c) Nothing contained in this section shall render the said Sher- 
man Act inapplicable to any act of boycott, coercion or intimidation. 

Sec. 5. Nothing contained in this Act shall be construed to affect 
in any manner the application to the business of insurance of the Na- 
tional Labor Relations Act, as amended, or the Fair Labor Standards 
Act of 1938, as amended. 

Sec. 6. As used in this Act, the term “State” includes the several 
states, Alaska, Hawaii, Puerto Rico and the District of Columbia. 

Sec. 7. If any provision of this Act, or the application of such 
provision to any person or circumstances, shall be held invalid, the 
remainder of the Act, and the application of such provision to persons 
or circumstances other than those as to which it is held invalid, shall not 
be affected thereby. 


Tienes the Congress hereby declares that the continued regulation 








A CHRISTMAS TRADITION 
BY EMILY P. BISSELL 


HE word “tradition” is defined 
by Webster as a custom that 
has prevailed, as from one gen- 
eration to another. Truly, then, the 
annual Christmas Seal Sale of the 
National Tuberculosis Association 
and its affiliated branches is today a 
tradition. 


I remember that when the first 
Christmas Seal Sale was launched in 
Wilmington, Del., in 1907, many 
people thought that financing tuber- 
culosis work by the sale of little pieces 
of paper less than an inch square 
would prove in time “just another 
fad”. I always had the greatest faith 
in its future. But, even to me, its 
originator in this country, its growth 
has been phenomenal. Throughout 
the years I have never been too much 
concerned about .the amount of 
money to be raised. The. goal of 
that first Christmas Seal Sale in Del- 
aware was three hundred dollars. 
Three thousand dollars was raised. 
But that was not the greatest result 
of the campaign. I will never forget 
the message Jacob Riis sent me dur- 
ing that historic campaign. He said, 
“Every one who sees this stamp 
wants to know what it means. And 
when they want to know, the fight is 
won. It is because they do not know 
a few amazingly simple things that 
people die of tuberculosis.” 


Since its beginning, the Christmas 
Seal has kept faith with its contrib- 
utors, and as long as it continues to 
do this, its success is assured. Dur- 
ing the past few years, the Christmas 
Seal has had to meet another chal- 
lenge, the possibility of a wartime in- 
crease in tuberculosis. Already we 
hear of tremendous gains in tuber- 
culosis deaths in some of the warring 
countries. We in this country can 
thank our God that so far this health 
enemy, as old as war itself, is not 
getting the upper hand among our 
people. If this happy situation can be 
maintained, it will be a wonderful 
tribute to the organized fight against 
an enemy that has taken more lives 
through the ages than all the wars 
combined. 


The thousands of tuberculosis 
workers, doctors, nurses, public health 
officials, and the millions of contrib- 
uting citizens must continue to join 
their forces against this insidious foe. 
None of us can afford to take a health 
vacation in these trying times. This 
nation-wide group of efficient and in- 
terested people may be called upon 
for a world-wide vision in the post- 
war period—just as our little group 
of workers did in 1907. 
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Commissioners 


Declaration of Policy Section 
HE National Association of 
Insurance Commissioners sin- 
cerely believes that the states 

can adequately regulate the insurance 
business, and because of legal con- 
siderations and the close proximity of 
state supervisory Officials to the 
people affected, are in a better posi- 
tion to regulate that business than the 
Federal Government. In that regard 
it has regulatory machinery available, 
including regulatory statutes and 
trained personnel. It is our under- 
standing that Congress shares this be- 
lief. It is therefore regarded as es- 
sential that Congress should declare 
its policy and its will. This first par- 
agraph intends that consequence. 

There are a number of decisions of 

the United States Supreme Court to 
the effect that Congressional silence 
or inaction in the field of interstate 
commerce is “equivalent to a declara- 
tion that the interstate commerce shall 
be free and untrammeled.” 

ee @ ® 


Since the immediate problem in- 
volves a business with an annual pre- 
mium income in the billions, with out- 
standing contracts affecting millions 
of our people in every phase of 
American business and social life, it 
was felt that any possible conflict in 
these decisions should be considered 
in the declaration of Congressional 
policy and will, even though they may 
seem to be somewhat contradictory. , 


Section 2 
Subsection (a). 

This subsection implements the 
earlier declaration of the Congres- 
sional policy and will by providing 
that “the business of insurance, and 
every person engaged therein, shall be 
subject to the laws of the respective 
States which relate to the regulation 
of such business and which impose 
fees or taxes thereon.” There is 
ample Congressional and _ judicial 
precedent for this phase of the sug- 
gested legislation. 

ee @ @ 
Subsection (b). 

This subsection further implements 
the earlier expression of the Congres- 
sional policy and will, and is designed 
to eliminate or at least minimize con- 
flict between State laws and existing 
or future acts of Congress, and per- 
haps more important, to furnish a 


Memorandum on 


NEWELL R. JOHNSON 
President, National Association of 
Insurance Commissioners 


guide to the courts in any litigation 
which may ensue as to just what the 
Congress intended. 

One of the pillars, if not the key- 
stone of state regulation, is the licens- 
ing power. The United States Su- 
preme Court, in interpreting the com- 
merce clause of the Constitution, has 
held many times that no state can in- 
sist that an individual or other person 
obtain a license as a condition prece- 
dent to the transaction of interstate 
business. 


& . © 
Prior to the decision in the South- 
Eastern Underwriters Association 


case, supra, and when insurance was 
held not to be commerce, the cases 
cited immediately above were inap- 
plicable to the insurance business. 
If the rationale of these decisions is 
applied to the insurance business, ef- 
fective regulation of that business by 
the states will be markedly impaired. 

It is to be hoped at least, that a 
declaration of Congressional policy 
and will, combined with the fact that 
the licensing system has been in use 
in the field of state insurance regula- 
tion since its inception several dec- 
ades ago, will result in a determina- 
tion by the United States Supreme 
Court, if the subject is ever reviewed, 
that the rule followed in the cases 
cited will not be applied to the insur- 
ance business and that licensing be 
continued. We do not believe that it 





Proposed Text of Legislation 


is undue optimism to expect the Su- 
preme Court to sustain state licens- 
ing under such a Congressional en- 
actment, should such an enactment be 
challenged; indeed, such a_ holding 
may be foreshadowed by the follow- 
ing statement of the Court in the 
South-Eastern Underwriters Associa- 
lion case: 

“And the fact that particular phases 
of an interstate business or activity have 
long been regulated or taxed by states 
has been recognized as a strong reason 
why, in the continued absence of con- 
flicting Congressional action, the state 
regulatory and tax laws should be de- 
clared valid.” 

Section 3 

It is quite obvious that if the reg- 
ulation of the insurance business is 
to continue in the several states, that 
any possible application of the Feder- 
al Trade Commission Act to that 
business should be excluded; this, if 
for no other reason than that the 
states can satisfactorily perform the 
functions which the Commission 
might be called upon or elect to ex- 
ercise. As well pointed out in the 
report of the Sub-Committee on Fed- 
eral Legislation to the Executive 
Committee of the National Associa- 
tion of Insurance Commissioners, 

“The several states are empowered to 
deal with improper practices. To per- 
mit the Federal Trade Commission to 
exercise the same power would mean 
either duplication or overlapping of the 
same functions. Furthermore, in view 
of the present trend to expand the area 
of what constitutes interstate commerce, 
the Federal Trade Commission might 
well preempt this field to the exclusion 
of the states. The public interest re- 
quires that wherever possible the func- 
tions of government-be exercised by that 
unit of government closest to the people. 
In this instance it is manifest that the 
insurance departments of the various 
states are far closer to the problem and 
better able to serve than a detached cen- 
tral bureau.” 


Likewise, the Robinson-Patman 
Act makes no express reference to 
the business of insurance. It is ap- 
parent from an examination of the 
debate in Congress preceding the en- 
actment of this Act, that Congress 
did not intend it to apply to the in- 
surance business, and it may well be 
that the language of the section is 
sufficient to indicate that intent. How- 
ever, in order to remove any doubt 
on this score, and because the Act 
contains a provision prohibiting the 
payment of commissions to brokers, 
a standard practice in the insurance 
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business, it should not apply to that 
business. 


Section 4 
Subsection (a). 


The Department of Justice had 
never instituted proceedings against 
any insurance company under the 
anti-trust laws prior to the time it 
initiated criminal proceedings against 
the South-Eastern Underwriters As- 
sociation in the Federal District 
Court of Georgia in 1942. The in- 
surance business had been conducted 
throughout the nation upon the belief 
that it was not subject to the anti- 
trust laws. This belief was premised 
by the industry and state insurance 
departments alike upon the decisions 
of the United States Supreme Court 
beginning with Paul v. Virginia, 8 
Wall 168 (1869). 


The decision of the Supreme Court 
in the South-Eastern Underwriters 
Association case handed down June 
5, 1944, completely changed the pic- 
ture. That decision, in making the 
anti-trust laws applicable to the in- 
surance business, produced serious 
dislocations. It became immediately 
apparent that relief was essential 
within the shortest possible period of 
time. The Attorney General of the 
United States recognized that fact 
when he stated to the Sub-Committee 
of the Committee on the Judiciary of 
the United States Senate on June 23, 
1944, that he would afford the insur- 
ance industry a breathing spell, so to 
speak, in order to effect an adjust- 
ment of the situation. This attitude 
of the Attorney General, though help- 
ful, actually affords no relief of the 
character necessary. While this indi- 
cates an inclination on the part of the 
Attorney General to postpone crim- 
inal proceedings, in the light of the 
problems involved, he has no control 
whatever with reference to civil ac- 
tions authorized by the anti-trust 
laws. It is, therefore, necessary that 
temporary relief be afforded and such 
relief is intended by this subsection, 
which suspends for a limited period 
of time the application of the Sher- 
man and Clayton Acts to the business 
of insurance. 


It will be noted that this suspen- 
sion extends to July 1, 1948. This 
date has not been arbitrarily selected. 
It contemplates the prevention of 
hasty and ill-advised legislative action 
hy the states. It is, perhaps, well to 
point out at this juncture that this 
subsection does not render inopera- 
tive in entirety the provisions of the 
Sherman Act. This will be discussed 
further with relation to subsection 
(c) of this section. 
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EDWARD L. SCHEUFLER 
Chairman, Executive Committee, 
National Association of Insurance 

Commissioners 


Subsection (b). 


The South-Eastern Underwriters 
Association decision holds in sub- 
stance that insurance is commerce, 
and therefore, subject to the anti- 
trust laws. Under these laws it has 
been squarely held that price fixing 
agreements are illegal per se. United 
States against Socony-Vacuum Oil 
Co., 310 U. S. 150 (1940). Ina 
number of states insurance rates in 
the fire, casualty and surety fields, al- 
though fixed by agreements between 
insurance companies, are subject to 
approval or disapproval by state in- 
surance supervisors. In short, the 
use of the prices fixed by these com- 
binations is subject to legal restraint. 

This subsection, which would take 
effect July 1, 1948, is intended, 
among other things, to remove any 
doubt as to the validity of state reg- 
ulation of insurance’ rates, and is 
based in a general way, upon the de- 
cision of the United States Supreme 
Court in the case of Parker v. Brown. 

This subsection likewise is intended 
to put without the scope of the Sher- 
rian Act certain co-operative efforts 
among and between insurers which 
are regarded as in the public interest. 
For instance, co-operative service, ad- 
justment and inspection agreements 
reduce costs. Likewise, the collection 
of statistical data is essential for rate- 
making purposes, and probably is 
legal under the line of cases holding 
tliat trade associations may combine 
for the purpose of collecting such 
data. This also applies to so-called 
advisory rates, which are based upon 
co-operative efforts in the collection 
of statistics, but which are not man- 
datory as to use. That situation would 
apply not to rate regulated states, but 





to those in which so-called open com- 
petition prevails. 

Briefly, this subsection recognizes 
that if insurers are to be permitted 
to combine not only for rate making 
purposes, but to enforce as well by 
agreement the use of the rates so 
made, their activity shall be subject 
to legal review by state authority. It 
also gives consideration to the prin- 
ciple of states’ rights by giving cog- 
nizance to the prerogative of any 
state to choose between rate regula- 
tion and so-called open competition. 
However, in the latter event the com- 
petition must in fact be open. No 
twilight zone is permitted, and where 
any group of insurers seeks to act in 
concert to enforce so-called advisory 
tates, the anti-trust laws will not be 
inapplicable. 

As previously mentioned, this sub- 
section would take effect July 1, 1948. 
It is within the realm of possibility 
that: other legitimate practices in the 
business which are not specified 
should have express recognition. The 
period of suspension provided for in 
subsection (a) of this section allows 
time within which to implement this 
subsection in this regard if deemed 
necessary. 


Subsection (c). 

This subsection, which has had pre- 
vious reference, is to take effect im- 
mediately, and perhaps needs no de- 
tailed comment. It does not preclude 
the application of the Sherman Act 
to acts of boycott, coercion and in- 
timidation. In this regard it is to be 
noted that this subsection qualifies 
the suspension of the Sherman Act 
included in subsection (a). 


Section 5 

Labor has toiled for its legislative 
ains and it is essential that no Fed- 
eral Act should be passed which 
would constitute either by incident or 
otherwise a backward step in that di- 
rection. Consequently this section 
has been included in the proposed leg- 
islation in order to assure Labor that 
the proposals, if enacted into law, will 
not abrogate, weaken or qualify the 
application of either the National 
Labor Relations Act or the Fair 
Labor Standards Act to the insurance 
business. 

Section 6 

This section defines the term 
“State” as used in the proposed leg- 
islation. It includes in addition to 
the several States, Alaska, Hawaii, 
Puerto Rico and the District of Co- 
lumbia. 


Section 7 
This section is a separability clause. 
It is designed to assure that if any 
portion of the proposed legislation is 
(Continued on page 24) 














JoURNAL OF AMERICAN INSURANCE 


The Penalty of Leadership 


Some facts and figures concerning a business which, for nearly 
two centuries, has enjoyed constantly increasing public confidence 


S a business insurance has been 
Avie as: 

“A group of persons, each of 
whom realizes that he is subject to the 
possibility of some loss, the time and 
amount of which are matters of uncer- 
tainty, agree to create, through justly 
proportioned contributions, a common 
fund, from which, in the event of such 
loss happening to any of them, compen- 
sation may be made to the loser and the 
burden thereof distributed over the en- 
tire group.” 

There is in this definition no word 
but indicates that it is a serious, if 
not solemn, undertaking—a plan by 
which groups of persons may pool 
a part of their resources to meet a 
possible contingency capable of their 
individual economic undoing. 

There is in it nothing spectacular, 
nothing radiant, nothing with eye ap- 
peal, nothing to command the atten- 
tion of any sense except common 
sense. It deals largely with intangible 
considerations, so charged with public 
interest as to make it one of the prime 
factors in our social and economic 
existence; constantly increasing in 
importance to the public and continu- 
ally adding to the responsibilities of 
those engaged in it. In the compara- 
tively short time in which it has been 
the instrument of society its ramifica- 
tions have become so numerous that 
today but few men have even a rea- 
sonably thorough knowledge of all of 
its branches and it has developed its 
own groups of actuarial and other 
specialists who devote full time to the 
consideration of problems related to 
single types and kinds of coverages. 


As already indicated it is a busi- 
ness highly charged with public in- 
terest; so complex in its technical 
phases that the general public but 
vaguely understands the methods of 
its operations or the multitude of 
values it offers to policyholders. The 
seriousness of its purpose and a lack 
of appreciation of its significant val- 
ues has retarded its development. Af- 
ter all, it has taken nearly 200 years 
to bring fire insurance to its present 
position and a half century to devel- 
op the present volume of casualty 
premiums. It has experienced a slow 
growth. As it grows in general ac- 
ceptance and public interest there is 
a constantly enlarging demand that its 
intricacies be made clearer and more 
understandable to those who, upon 
their own motion or as a result of 
some prompting, move within its pro- 
tective shadows. Because of that and 


the fact that it is a business dealing 
with intangible, actuarial, statistical 
and financial factors with which the 
average citizen has little familiarity 
it becomes necessary that those who 
follow it as a profession be educators 
as well as salesmen. These educator- 
salesmen have a great responsibility 
to the public to impart the truth and 
the whole truth concerning it. Fail- 
ure to impart less than the whole 
truth is to endanger confidence ; con- 
sequently, those engaged in a business 
the foundation of which rests on pub- 
lic confidence cannot afford to in- 
dulge in loose statements or short- 
cut methods of advancing their cause. 
Their duty and their interest is best 
served by the slower process of pro- 
ceeding step by step in a serious, pa- 
tient and truthful presentation of the 
values they have to offer. 


In a recent issue of that extremely 
interesting, intimate and _ inspiring 
publication “Mutual Forum” the ed- 
itor made the statement that he had 
“entered the mutual field forty-seven 
years ago and that there had never 
been a week since that he did not 
have to fight for the right to sell his 
product.” That is an arresting state- 
ment to say the least and certainly in- 
dicates that in this instance success 
has been gained by some other than 
a springboard method. For one to 
have had to fight for much of a life- 
time for the right to sell the business 
in which he was engaged, naturally 
raises the question as to why such 
should be the case. Why should one 
be called upon to fight for the right to 
sell it and why in the face of such 
opposition has it gained its present 
degree of public confidence and suc- 
cess? 


In discussing the institution of mu- 
tual insurance -it seems desirable to 
first call attention to the fact that a 
mutual company is a corporation 
owned and controlled by its policy- 
holders. The manner of its organ- 
ization and incorporation is provided 
by law just as in the case of other 
corporations. A mutual company is, 
however, different from other cor- 
porations in that it is without capital 
stock. How then is it organized and 
how does it come into existence pre- 
pared to offer itself to the public as 
an insurance carrier? The answer to 
this question will be found, of course, 
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in the statutory provisions relating to 
the organization of such corporations. 


We see that the mutual company is 
a corporation created by the corpor- 
ate laws of the state and differs from 
other types of carriers only in the 
absence of capital stock and in its 
practice of refunding at the end of 
policy periods a percentage of the 
premiums paid by the policyholder. 
That all insurance is essentially the 
same, in that the common fund from 
which possible losses are to be paid 
is created by the contributions of the 
policyholders and is held for them 
for that purpose, is a fact which none 
would have the temerity to question. 
That there is a difference in the 
method of inducing the improvident 
to become provident through the me- 
dium of insurance and in the dispo- 
sition of that part of the common 
fund not needed for the protection 
of the contributors, does not change 
the character of the undertaking or 
its essential mutuality. This is read- 
ily admitted by those capable and 
willing to apply logic to their reason- 
ing. 


Mutual insurance corporations 
have been organized in large numbers 
in the United States and have demon- 
strated over a long period of time 
their financial stability, their capacity 
to render service to the insurance- 
buying public and their ability to op- 
erate upon a plan making it possible 
to serve their policyholders at an at- 
tractively low ultimate cost. Con- 
tributing to their present high stand- 
ing is their stabilizing influence upon 
the insurance business as a whole in 
both the fire and casualty fields. This 
influence has been especially notice- 
able during the last quarter of that 
century which has given us the de- 
velopment of the automobile as a 
prime economic and social factor, the 
evolvement of a new master and 
servant relationship in industry and 
a constantly increasing public re- 
sponsibility on the part of general 
business. 


The age of an institution in which 
there is but a single unit may usually, 
in itself, be considered as a recom- 
mendation in its favor. However, in 
considering age as recommending an 
institution made up of a multitude of 
units, consideration must be given to 
the age of the parts which complete 
its whole. Mutual insurance points 
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with a considerable degree of pride 
to the length of time in which it has 
operated in this land of its greatest 
development. That pride is not based 
on the mere fact that its oldest com- 
pany was organized 192 years ago, 
but more upon the fact that the units, 
which in combination make it an in- 
stitution, can rightfully claim an av- 
erage age decidedly impressive when 
compared with companies operating 
upon other than the mutual plan and 
when compared with American busi- 
Any type 
of business in America which has 
heen in continuous operation for fifty 
years is in position to remind us that 
it has weathered the storms of a 
economic disturb- 
ances which we now call depressions 


ness concerns generally. 


number of those 


but which we once called “panics”, 
and has adjusted itself to the kaleido- 
scopic changes of a half century 
inarked by the greatest industrial, so- 
cial and economic development in the 
history of the world. Any fire in- 
surance company entitled to claim 
a continuous existence of fifty years 
in active business is not only able to 
point with deserving pride to the fact 
that it has weathered the panics of 
yesterday and the depressions of to- 
day, but also that it has survived 
those trying periods marked by great 
conflagrations which tested loss-pay- 
ing ability and the public confidence ; 
and has met and adjusted itself to the 
constantly increasing governmental 
and public demands having for their 
purpose the greater security of pol- 
icyholders. No business in America, 
so the record shows, can duplicate or 





JoURNAL OF AMERICAN INSURANCE 


even approach the record of mutual 
insurance in the average age of its 
membership. That it has such an 
enviable record in the matter of its 
age and the average age of its con- 
stituent parts is largely due to the 
fact that the mutual plan itself tends 
to prevent too rapid growth and the 
development of evils which, un- 
checked, have spelled the doom of 
many an honestly born corporation. 


That an insurance undertaking, 
basically mutual in its concept regard- 
less of the form it assumes, should 
concern itself only with the business 
of indemnification is both unthinkable 
and illogical. Conservation is the 
foundation upon which it should rest 
and indemnification should be only 
incidental to those happenings against 
which our ingenuity has been fruit- 
less. : 

eee 


Through the whole period of its 
existence mutual insurance has been 
the leading exponent of the principle 
that it is better to prevent losses than 
to pay for them. In the field of fire 
insurance groups of mutual carriers 
have become well known by name, 
both in and out of the insurance 
world, as leaders in the field of pre- 
ventative engineering. The so-called 
New England factory mutuals group 
has for years been recognized as a 
leader in the fire insurance business 
and its name has become a synonym 
for the most complete system of 
guardianship against losses by fire 
yet developed. Other groups, such 
as those specializing in the class risks 


“ 


like lumber and grain, have developed 
in their respective fields a loss pre- 
ventative engineering service marking 
them as leaders and conservators, as 
well as insurers, of the properties of 
their policyholders. As these so- 
called class writers developed their 
business and extended their service 
into the general field they carried 
with them and still further developed 
the loss prevention services which 
have so notably proven their econom- 
ic value to both companies and _ pol- 
icyholders. The development of mu- 
tual schedules, applying to classes of 
risks in which mutual companies have 
specialized, have played an important 
part in the fire insurance field and 
have demonstrated the superiority of 
the engineering talent responsible for 
their development. 

In the field of casualty insurance in 
all of its lines, but perhaps more es- 
pecially in the realm of workmen’s 
compensation insurance, mutual car- 
riers have pioneered and led in safety 
work designed to reduce the losses 
and consequent costs. They were out- 
standing leaders in the initial move- 
ments looking toward the mechanical 
safeguarding of machines in indus- 
try. There is no record of public or 
private group activity in the early 
days of agitation for greater indus- 
trial safety which does not disclose 
as leaders the names of engineers 
connected with mutual casualty in- 
surance carriers. Mutual insurance 
in all of its fields is recommended by 
the thoroughness and excellence of 
the loss prevention service it has de- 

(Continued on page 20) 
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Within the shadow of Independence Hall in 1752 was organized 
the now oldest American mutual fire insurance company. 
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A New Development in 


An interesting study by a recognized authority 
in a little known field of American Insurance 


Burial Insurance 


By RALPH R. BOTTS* 


Evrtor’s Note: While Mr. Botts’ article deals 
with a branch of insurance not heretofore treated 
in our columns it is of such an informative nature 
that we believe it will prove of great interest to 
our readers. 

HE primary objective of life 

insurance in small amounts is 

to provide a fund that will meet 
the expenses incident to the death of 
the insured. The greatest expense in 
this connection is usually that of bur- 
ial. Under modern burial standards 
free and voluntary neighborhood as- 
sistance at such times has become in- 
creasingly inadequate, and a pauper 
burial is widely abhorred. 

A recent development in this field, 
limited largely if not entirely to some 
of the Southern States, has been the 
organization and growth of burial as- 
sociations and companies that sell in- 
surance certificates payable in funeral 
goods and services. These organiza- 
tions, dating generally from 1936 
and later, have in most instances been 
organized by undertakers to protect 
themselves against financial loss from 
uncollectible accounts, and also to in- 
crease their respective shares of the 
funeral business. In spite of oppo- 
s'tion from various sources, the num- 
ber and the membership of thése bur- 
ial insurance organizations have in- 
creased surprisingly. This increase 
apparently has been due in part to a 
favorable response by the public and 
in part to the fact that when one un- 
dertaker forms an association com- 
peting undertakers have found it nec- 
essary to do likewise and aggressively 
to sell their insurance in order to 
avoid loss of business. At first the 
membership consisted primarily of 
poor people; but more recently many 
in more favorable circumstances have 
accepted the insurance, and farm 
people in particular have appeared to 
favor it. 

The 1943 membership in these as- 
sociations in Arkansas and North 
Carolina equalled 84 and 39 per cent 
respectively, of the entire population 
as given for these states in the 1940 
Census. Corresponding percentages 
for certain other states as of Decem- 
ber 31, 1942 were: Mississippi, 65 
per cent; Alabama, 67 per cent ; Ten- 
nessee, 39 per cent; and Texas, 13 
per cent. 

These burial insurance organiza- 
tions are regulated to some extent and 

*Senior Agricultural Economist, Bureau of Ag- 


ricultural Economics, Department of Agri- 
culture, Washington, D. C. 


are examined by some public author- 
ity in all states except Tennessee. 
Most of the undertakers in the states 
of Arkansas, Louisiana, Mississippi, 
North Carolina, Tennessee and Texas 
and probably Oklahoma have their 
own associations. Undertakers in 
Alabama either have their own asso- 
ciations or have contracts with so- 
called “service insurance” companies 
to perform the funeral services con- 
nected with the settlement of insur- 
ance claims. These service insurance 
companies are legally independent of 
funeral establishments. Data with 
respect to the operation of these bur- 
ial organizations which pay benefits 
in funeral goods and services are 
given by states in Table 1. 


In Georgia, where under the law 
insurance benefits must be paid in 
cash, 150 undertakers have organized 
and own the stock of a legal-reserve 
life insurance company and act as its 
agents in selling what amounts to 
burial insurance in $125 denomina- 
tions. Upon death, the face amount 
of the policy is paid to the beneficiary 
in cash, but no doubt most beneficia- 
ries use the services of the undertak- 
ers who sold the insurance and col- 
lected the periodic premiums. 


Burial insurance organizations op- 
erated by undertakers are of two 
types: (1) stipulated-premium com- 
panies and (2) assessment associa- 
tions. The latter are by far the more 
numerous. As indicated by the name, 
the stipulated - premium companies 
charge a fixed premium with respect 
to an interval of time, and this pre- 
mium may not be increased on exist- 
ing policies. The assessment associ- 
ations, on the other hand, may in- 
crease either the number or amount 
of their assessments for a given year 
and thus in effect increase the rates 
on outstanding certificates if it is 
found that income is insufficient to 
pay claims. 


The stipulated-premium companies 
collect their premiums monthly, while 
the assessment associations usually 
make their assessment calls 4, 6 or 8 
times a year. An association usually 
levies the same number of assess- 
ments each year. In the event that 
a member pays several assessments 
in advance, his receipt is for specific 
numbered assessments and not for a 
period of time. Thus the right of 
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making extra levies is always re- 
tained. 

Though housed in the same build- 
ing with an undertaking establish- 
ment, the insurance association or 
company is technically separate from 
the funeral business. Usually no sign 
is displayed at the funeral home re- 
ferring to the burial insurance organ- 
ization, since it is commonly known 
among local people that the insurance 
business exists in connection with the 
funeral establishment. 

Some of these associations have 
both white and colored divisions. 
Colored undertakers usually have 
their own associations and serve their 
own race. Stipulated-premium com- 
panies that insure both white and 
colored people usually charge colored 
members higher rates or provide 
them reduced benefits since their 
death rates are deemed to be some- 
what higher than for white persons. 

No medical examination is required 
for insurance, but questions in regard 
to the age and condition of health of 
applicants appear on the application 
for membership. Twenty-five cents 
is the most common membership fee, 
and such fees usually go to the agent. 
Women are insured on the same basis 
as men. 

Many associations, particularly 
those which organized late, at first 
accepted members up to advanced 
ages ; but most of them have since re- 
duced the acceptable maximum age. 
Those that still accept relatively old 
members require in some instances 
that a specified minimum number of 
younger members of a family be in- 
sured as a condition to admitting an 
oider member. An association in 
Tennessee which at first accepted ap- 
plicants up to age 80, but which has 
since reduced the maximum accept- 
able age to 59, paid 300 death claims 
during the 5-year period 1939-43. 
Over two-thirds of these claims were 
on insureds aged 60 or over. 


The assessment burial associations 
have had relatively low lapse rates, 
explained perhaps by their relatively 
low assessment cost, particularly for 
the older ages, and also by the con- 
fidence of the membership in the as- 
sociations. As a result, the average 
age of the bulk of the membership in 
an association tends to increase in 
spite of the fact that new members 
are being brought in continually. 

(Continued on page 18) 
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| FULL COVERAGE 


Devoted to Underwriting and Technical Problems 
of 
Inland Marine and Aviation Insurance 
by 
W. H. RODDA 


MOMMA 


REDUCING AVIATION 
INSURANCE COSTS 


HIe cost of insuring an air- 

plane for a year is normally 

the largest single item of ex- 
pense in owning a plane. It even 
exceeds the amount paid for opera- 
tion. A Civil Aeronautics Admin- 
istration report on the “Postwar 
Outlook for Private Flying” an- 
alyses the total cost of operating 
a typical light plane worth about 
$2,000. The direct operating cost 
is estimated at $177 for 100 hours 
of use during the year and $354 for 
200 hours of use. The premiums 
for Hull, Public Liability, Property 
Damage and Passenger Liability 
insurance total $367. 

The insurance premiums of $367 
amount to 18% of the value of the 
plane and are 30% of the total cost 
ot operating it for 200 hours during 
a year. Insurance, therefore, is a 
major factor in the expense of 
owning an airplane and insurance 
cost has been a retarding element 
in the development of private avi- 
ation. 

Loss experience has justified the 
rates charged for most forms of avi- 
ation insurance. Five year loss ra- 
tios from 1939 through 1943 were 
47% for Hull coverage, 46% for 
Passenger Liability, 23% for Public 
Liability, and 21% for Property 
Damage. The largest premiums and 
the highest rates are in the Hull and 
Passenger Liability classes where the 
loss ratios have been the highest. 

The situation presents to the in- 
surance companies both an obliga- 
tion and an opportunity. Aviation 
must have insurance protection and 
the development of private flying will 
be aided tremendously if the cost of 
insurance can be materially reduced. 
There are three things which the in- 
surance companies can do which will 
result in lower loss ratios and enable 
them to reduce the cost to the policy- 
holder. 

The first objective of the compan- 
ies should be to get a greater spread 
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of liability. This means more sales 
effort directed toward this group of 
potential policyholders. <A relatively 
small proportion of plane owners 
carry adequate insurance to protect 
themselves against loss. The great- 
est danger of loss to the plane is from 
crash, yet crash -rates are so high 
that many owners will carry insur- 
ance against ground losses only. This 
results in an adverse selection against 
the insurance company because the 
man who knows he is an expert and 
careful pilot is more likely to leave 
out crash coverage than the man who 
feels he is likely to have a crack-up. 

Another badly needed step is con- 
stant attention to policy clauses and 
forms. It is unfortunate that many 
clauses in aviation policies follow an- 
tiquated wordings taken from marine 
and fire policies. There should be 
a determined effort to put modern 
and clear-cut language into the insur- 
ance policies for this new type of cov- 
erage. Policies must not be permitted 
to become static. A, recent change in 
keeping with the experience is the 
addition of a deductible clause to 
many of the ground coverages. This 
is a good move because it will tend 
to eliminate many small and relatively 
expensive claims which are the result 
of carelessness on the part of pilots 
and owners. 

The third and most important proj- 
ect for the insurance companies to 
undertake is an intensified safety pro- 
gram. This should start with the 
manufacturers of private types of 
airplanes, many of whom tend to 
emphasize sales attraction rather than 
safe construction. There is great 
need for better visibility. Many small 
airplanes are built in such a way that 
the pilot cannot see anything directly 
in front of him when he is taxiing 
on the ground. In addition, many 
collisions in the air have been caused 
or contributed to by poor visibility 
from the pilot’s cabin. 

An effective way to encourage the 
installation of safety devices on air- 
craft and to encourage the construc- 
tion of stall-proof and spin-proof 








planes would be to provide for insur- 
ance credit on such devices and 
planes. Up to the present time there 
has been practically no schedule rat- 
ing of aircraft. Rates vary accord- 
ing to coverage, the weight of the 
plane and the uses to which it is put. 
The new simplified-control planes 
which require the coordination of 
only two controls instead of three 
would be rated the same as the con- 
ventional type ship. There is no rate 
variation between the stable ships 
which practically fly themselves and 
the speedy “hot” planes which must 
be handled by expert pilots who are 
familiar with the peculiarities of the 
particular type of airplane. 

The most frequent cause of serious 
accident to aircraft is an inadvertent 
stall out of a turn too close to the 
eround. A recent development is a 
device which can be installed on a 
plane which will indicate when it is 
approaching the stall point. This 
gives the pilot an opportunity to pick 
up speed or straighten out his turn 
before the stall point is reached. A 
rate credit for such a device would 
encouragé its installation and help to 
avoid this important cause of acci- 
dents. 

Another important phase of this 
safety work on the part of insurance 
companies is continuous effort to 
make pilots remember the safety pre- 
cautions which were taught them dur- 
ing their training days. Even the 
most experienced pilots become care- 
less, with resulting accidents. This 
work must take the form of attractive 
reminders. An important medium 
for this purpose is the Service Letter 
of the Mutual Aircraft Conference. 
This is aimed at the pilot of privately 
owned planes and is tuned to the sea- 
son of the year and other current 
conditions. It is placed in the hands 


of insured pilots and owners and pro- 
vides pertinent safety suggestions at 
monthly intervals. 
The aviation industry has inherent 
hazards which contribute to a high 
The fabric used for wing 
(Continued on page 24) 


loss ratio. 
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INSURANCE NEWS DIGEST--FIRE AND CASUALTY 


Covering Period From November 1, 1944 Through November 30, 1944 








413. PUBLIC PROPERTY INSURANCE. For the first time 
in its history the Jefferson County (Birminghan, 
Alabama) Board of Education has placed its insur- 
ance on school properties amounting to $2,516,- 
508.00 with mutual companies. The business was 
written by the Schultz-Hodo Realty Company, agents 
for a number of mutuals, on a 5-year premium of 
something over $81,000. 


414, ACTUARIAL EXAMINATIONS. The Casualty Actu- 
arial Society has announced that the annual exam- 
ination will be held April 4 and 5, 1945 and that 
application blanks may be secured from Richard 
Fondiller, Secretary-Treasurer, 90 Johns Street, 
New York 7, New York, to whom they must be returned 
with the examination.fee of $5.00 for one or two 
parts, $6.00 for three parts and $8.00 for four 
parts prior to January 15th. The Society has also 
announced the availability of the index to the 
"proceedings" of the most recent 10-bound volumes 
(21 to 30) comprising a general index of all the 
papers, discussions, book reviews and legal notes 
published in those volumes. The 110-page book may 
be purchased at $3.50 per copy. 


415. JOINS MUTUAL. Edward H. Kingsbury, who re- 
cently resigned as Agency Supervisor of the Metro- 
politan Offices of Fidelity and Casualty, has as- 
sumed the newly created position of assistant sec- 
retary and general sales manager of Lumber Mutual 
Casualty Insurance Company of New York and will be 
located at the company's home office, 41 East 42nd 
Street, New York 17, New York. 


416. AGENCY PROGRAM. Richard K. Palmer of Keene, 
New Hampshire was elected president of the Mutual 
Insurance Agents Association of New England at a 
meeting held in Boston the week of November 15th 
and announced that better agency-company under- 
standing, regional agents clinics, periodic sec- 
tional meetings and active legislative work would 
keynote the efforts of the new officers during the 
ensuing year. "Strong agency and company cooper- 
ation is one of the most important things we can 
accomplish during the next year," Mr. Palmer said. 


417. THE AMERICAN INSTITUTE. The 1944-1945 an- 
nouncement of the American Institute for property 
and liability underwriters has just been released. 
There has been no change in the educational pro- 
gram of the institute as previously published. In 
1943 - 90 persons took 206 examinations and in 
1944 - 120 persons in 22 states, the District of 
Columbia and Hawaii took 263 examinations leading 
to the designation of C.P.C.U. Up to the present 
time 18 persons have received this designation and 
107 others have successfully completed one or more 
of the examinations. 


418, CHAMBER OF COMMERCE OF U. S. A. Announcement 
is made of the retirement of Paul L. Hardesty as 
Manager of the Insurance Department of the Chamn- 
ber of Commerce of the United States to re-enter 
private industry. Mr. Hardesty was appointed to 
the Chamber's Insurance Department in 1941 and 
assumed the managership in 1942. He will start 
immediately on a long-deferred vacation and upon 
its completion will enter upon his new plans which 
have not been announced. 


419, ENGINEER APPOINTED. H. G. Kemper, Executive 
Vice-President of Lumbermens Mutual Casualty Conm- 
pany, has announced the appointment of P. P. Queen- 
an as Resident Engineer for that company's northern 
Indiana territory. Mr. Queenan who has a back- 
ground of twenty-years experience in engineering 
and boiler and machinery inspection will make his 
headquarters in Indianapolis. He is a graduate of 


Illinois Institute of Technology and has had wide 
experience in the fields of refrigeration and elec- 
trical engineering. 


420, IOWA AGENTS ORGANIZE. Following the recent 
organization of the Iowa Association of Mutual 
Insurance Agents the Board of Directors met on 
November 10, 1944 at Hotel Tallcorn in Marshall- 
town, Iowa to adopt a constitution and by-laws and 
to formulate the plans for the first state con- 
vention to be held in Des Moines early in the com- 
ing year. Directors present at the Marshalltown 
meeting were: H. 0. Arthur, Waterloo, President; 
Cecil Brooks, Marshalltown, Vice-President; Harold 
Millhiser, Cedar Rapids, Secretary and Treasurer; 
H. O. Moyer, Oelwein, and James Fisher, Spencer. 
Other directors not in attendance are E. A. Hayes, 
Mount Pleasant, and Leo R. Brown, Des Moines. 


421. SOCIETY OF C.P.C.U. The first annual meeting 
of the Society of Chartered Property and Casualty 
Underwriters was held in Philadelphia on Monday, 
November 13th at which time authorization was 
granted for the formation of the first local chap- 
ter of the Society to the six holders of the C.P. 
C.U. designation in the city of Chicago. Officers 
of the Society to serve during 1945 are: Robert M. 
Babbit, Jr., President, Chicago; Abraham J. Wohl- 
reich, Vice-President, Newark, New Jersey; and F. 
Harman Chegwidden, Camden, New Jersey, Secretary 
and Treasurer. Two new directors were elected in 
the persons of Walter W. Bennett, Los Angeles, Cal- 
ifornia, and Edward H. Kingsbury, Lumber Mutual 
Casualty Insurance Company, New York. 


422, AGENCY QUALIFICATION. We regret an error in 
item 397 of the Insurance News Digest of November, 
which stated that the controversy between the 
Florida Agents Association and Motors Insurance 
Corporation and Florida Automotive Dealers Associ- 
ation turned upon that section of the Florida Stat- 
utes which provide that "no person * * *represent- 
ing any such insurer in any capacity except pri- 
marily to solicit, negotiate or effect contracts of 
insurance * * * on a strictly commission basis, 
shall be deemed or held to be an insurance agent 
ee . In fact the matter in controversy was 
whatiniies the applicant automobile dealer "intends 
to actively engage in the business covered by such 
a license and in good faith to serve the public and 
is not procuring the license chiefly for the pur- 
pose of obtaining a rebate or commission on insur- 
ance written for himself or his family or some 
5, a corporation in which he is interested or with 
which he is connected". 


423. NEW COMPANY. Interests associated with 
Lloyds Casualty of Houston, Texas have organized 
General Mutual to write bodily injury and property 
damage on automobiles. The company commenced busi- 
ness with a contributed surplus of $50,000 in cash 
and $18,000 in premiums on qualifying applications. 
The president of the new company is T. E. Gammage, 
the principal figure in Lloyds Casualty, with 
Thelma Gammage as treasurer. 


424, UNAUTHORIZED INSURANCE. Charles Mendole, a 
"membership councillor" of American Farmers Insur- 
ance Company of Phoenix, Arizona has brought an 
action in the New York State Supreme Court against 
Insurance Superintendent Dineen questioning the 
right of the latter to prohibit an unlicensed rep- 
resentative of an unlicensed insurer from writing 
business in that jurisdiction. The suit is of 
special interest at this time because the court 
is asked to declare invalid Sections 40, 42 and 
130 of the New York Insurance Law on the ground 
that they are unconstitutional in that they regu- 
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late the activities of organizations and their 
agents, all of whom are engaged in interstate com- 
merce, in direct contravention of the Commerce 
Clause of the Constitution of the United States, 
which vests the jurisdiction of regulating all per- 
sons, organizations and their agents engaging in 
interstate commerce solely in the Congress of the 
United States. The plaintiff asks the court to 
restrain the superintendent from enfarcing these 
provisions of the law. 


425, MERGER PROPOSED. Directors of American 
Equitable of New York and Knickerbocker, two Cor- 
reon and Reynolds companies, have proposed a mer- 
ger under the name of American Equitable Assur- 
ance of New York. The new company would have as- 
sets of approximately $17,000,000 with a capital 
of $1,500,000 and policyholders surplus of approx- 
imately $6,000,000. Corroon and Reynolds are also 
managers of New York Fire, Merchants and Manufac- 
turers, Globe and Republic. 


426, FIRE BLAME PLACED. According to the report 
of the Hartford, Connecticut Municipal Board of 
Inquiry investigating the disastrous circus fire 
of last July, the city of Hartford must bear some 
part of the responsibility for that catastrophe. 
While no one city official or department is singled 
out to receive blame for the conflagration, the re- 
port finds that the city took few precautions to 
prevent such a disaster. The Board recommends 
setting up of a coordinating authority for all 
city departments concerned with protecting life, 
health and property in public places; implementing 
of charter powers by ordinance or regulation and 
early adoption of the Safety and Health Code now 
being prepared by American Standards Association. 
The Board of Inquiry includes George C. Long, Jr., 
President of Phoenix; W. Ross McCain, President 
of Aetna Fire, and Walter S. Paine, Superintendent 
of the Engineering and Inspection Department of 
Aetna Life Group. 


427, MICHIGAN FINANCIAL RESPONSIBILITY. Edward N. 
Barnard, Detroit, Michigan attorney, in a final 
effort to invalidate the 1943 automobile financial 
responsibility law of that State, has filed an ap- 
plication for a writ of certiorari with the United 
States Supreme Court. The state Supreme Court in 
upholding the Circuit Court opinion finding the 
law a legitimate exercise of the state's police 
powers continued a temporary injunction against 
enforcement of the law in expectation that appeal 
would be taken. 


428, HEALTH INSURANCE PLAN. Dr. J. P. Oliphant, 
President of the Indiana Medical Association states 
that a state-wide health insurance plan sponsored 
by the Association soon will be placed in opera- 
tion in connection with the Blue Cross Hospitaliza- 
tion Insurance Plan. 


429, EARTHQUAKE LOSSES. Following the recent 
tremor at Lima, Ohio numerous earthquake losses 
on dwellings in that city have been paid. Such 
losses generally being for damage occasioned to 
plastering and chimneys in the center of frame 
buildings. Individual losses were small most of 
them being in the neighborhood of $200.00. Be- 
cause of an apparent earth fault starting near 
Dayton, Ohio and running into Michigan, south- 
west of Detroit, earthquake coverage has been pop- 
ular in that territory. 


430, COMMISSIONERSHIP CHANGES. As a result of the 
recent gubernatorial election three midwestern 
states face the possibility of a change in the in- 
surance commissionership. The election of a Den- 
ocrat governor in Missouri means the probable re- 
placement of Supt. Edward L. Scheufler, who is a 
Republican and now chairman of the Executive Com- 
mittee of the National Association of Insurance 
Commissioners. Supt. J. Roth Crabbe of Ohio, who 
is a Republican, will probably give way to someone 
of the opposite political faith, while Frank J. 
Ziehmann of Indiana, a Democratic appointee, will 
be replaced by a Republican. H. M. Cullimore, the 
incumbent Idaho Commissioner is a Republican and 
with the election of a Democratic governor in that 
State a change is probable. Much interest is mani- 
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fested in what may be done with respect to the In- 
surance Director in Illinois where Nellis Parkin- 
son has been serving as Acting Director since the 
resignation of Paul F. Jones. It has been gener- 
ally understood that Governor Green was delaying 
a permanent appointment because of the closeness of 
the election and an early designation of someone 
to serve permanently is expected. 


431. NONASSESSABLE PLAN. The Abington Mutual Fire 
Insurance Company of Abington, Massachusetts an- 
nounces that it will issue nonassessable policies 
beginning January 1, 1945. Heretofore, the com- 
pany's contracts have contained an assessment lia- 
bility of one additional annual premium. 


432. NEW COMPANY. Announcement is made of the or- 
ganization of Blue Ridge Insurance Company at 
Spartanburg, South Carolina to write fire and re- 
lated lines, including theft and collision on 
automobiles and cyclone. Authorized capital is 
$300,000 and it will start business with a $100,000 
capital and surplus paid in. J. V. Ezell has been 
elected temporary secretary and Don S. Carpenter, 
formerly with Security of New Haven, and Mrs. Ralph 
Roberts will be the executive officers. 


433. FIRE LOSSES. During the week following Octo- 
ber 26 the city of Detroit experienced five major 
fires with losses estimated by the adjusters at 
close to $500,000. The largest of these was suf- 
fered by F. J. Robinson Lumber Co. which sustained 
an estimated loss of $75,000 plus a small use and 
occupancy loss all covered by Lumbermens Mutual. 
A loss of approximately $100,000 was suffered by 
a fire at the Barrett Roofing Division of Allied 
Chemical and Dye Corporation, the coverage being 
with Factory Insurance Association. 


434, FIRE RATE REDUCTION. Clyde Smith, state fire 
marshal of Kentucky has announced a reduction in 
the basic fire rates for that State. There is a 
revision in the dwelling schedule and the broad 
dwelling form is now effective. The rate changes 
are expected to result in annual savings of a con- 
Siderable amount. 


435. COMMISSIONER ELECTED. Frank N. Julian, Con- 
missioner of Alabama, has been elected Chairman of 
Zone 3 of the National Association of Insurance 
Commissioners to succeed J. Edwin Larson of Florida 
at a meeting held in Montgomery the week of Noven- 
ber 2. Florida, Alabama, Mississippi, Louisiana 
and Tennessee Departments were represented in the 
meeting which reaffirmed the Jackson, Mississippi 
resolution providing that where a company to be 
examined has as much as $250,000 in premiums in the 
zone and the zone is not included the chairman is 
authorized to state within the zone to partici- 
pate. Commissioner Martin of Louisiana extended 
an invitation to hold the next Zone 3 meeting in 
New Orleans. 


436, INSURANCE VETERAN DIES. W. B. Flickinger, 
well known among older members of the insurance 
fraternity as the retired Associate Western Manager 
of North America Group and Western Manager of Phil- 
adelphia Fire and Marine, died at Oak Park, Illi- 
nois, October 25. Mr. Flickinger was the last 
president of the old Western Union which was the 
predecessor of the Western Underwriters Associa- 
tion, and with the late Charles R. Street was an 
outstanding figure in stock fire insurance circles 
in Chicago for many years. 


437, ENTERS AVIATION FIELD. Announcement has been 
made of the entrance of American Mutual Liability 
Insurance Company into the aviation insurance 
field writing both commercial and private avia- 
tion risks for bodily injury, passenger liability 
and property damage. At a series of sales meet- 
ings in Boston, New York, Philadelphia, Atlanta 
and Chicago, Vice-President and Sales Manager 
Gregory T. Crisp announced that American Mutual is 
encouraging compensation risks to employed dis- 
abled veterans. According to Mr. Crisp, American 


Mutual has had good experience on handicapped 
workers and anticipates no trouble if employers 
will take the time to fit the disabled employee 
to the job so he can do it safely and productively. 
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Disabled workers are usually cautious workers and 
take no chances of having a further accident. 


438, TAXES SOUGHT. It is reported that the Cali- 
fornia Department of Industrial Relations which 
includes the Industrial Accident Commission in the 
state Workmen's Compensation Insurance Fund plans 
to ask the next legislature of that state to re- 
quire compensation self-insurers to pay a pre- 
mium tax. It is contended that the Industrial Ac- 
cident Commission serves the self-insurers just 
as it does the state fund and private carriers and 
therefore tax should be paid. 


439, ASK COMMISSIONER'S REMOVAL. Former policy- 
holders of the defunct Lapeer Farmers Mutual of 
Michigan have filed a petition with the state Ad- 
ministrative Board demanding the removal of Insur- 
ance Commissioner Forbes and his Deputy, Horace B. 
Corell. The petition follows lines similar to the 
ones submitted to the legislature of last year and 
charges the officials with many derelictions. Only 
the Governor of the State has the power to remove 
the two officials. 


440, FIRE LOSSES. Bowling alleys continue to make 
the news as a fire hazard. A recent large loss on 
this line was the Carver Bowling Alleys at St. 
Louis, Missouri with an approximate loss of $95,- 
000. The fire is said to have started when the 
flue from the heating plant located close to the 
floor joist set the joist ablaze. The loss is 
estimated total. 


441, LEGISLATURES - 1945. The legislatures of 41 
states will convene in regular session in January 
with Alabama, Florida and Georgia meeting May lst, 
April Srd and July 16th respectively. In Alabama 
a preliminary session for organization will be 
held on January 9 and a special session of the 
Georgia body will convene on January 8th for the 
introduction of bills. A complete list of the 
states and their meeting dates follow: 


Ala - May a Nev. - Jan. 15 
Ariz. - Jan. 8 N. H. - Jan. 3 
Ark. - Jan. 8 N. J. - Jan. 9 
Cal. - Jan. 8 N. Mex. - Jan. 9 
Colo. - Jan. 3 y. x. - Jan. 3 
Conn. - Jan. 3 N. Car. - Jan. 3 
Del. - Jan 2 N. Dak. - Jan. 2 
Fla. - Apr. 3 Ohio - Jan. 1 
Ga. - July 16 Okla. - Jan. 2 
Idaho - Jan. 8 Ore - Jan. 8 
EEL - Jan 3 Pa. - Jan. 2 
Ind. - Jan 4 R.. Be - Jan. 2 
Iowa - Jan 8 S. Car. - Jan. 9 
Kan. - Jan 9 S. Dak. - Jan. 2 
Maine - Jan 3 Tenn. - Jan. 1 
Md. - Jan 3 Texas - Jan. 9 
Mass - Jan 3 Utah - Jan. 8 
Mich - Jan 3 Vt. - Jan. 3 
Minn - Jan 2 Wash. - Jan. 8 
Mo. - Jan 3 W. Va. = Jan. 10 
Mont - Jan. 1 Wis. - Jan. 10 
Neb - Jan. 2 Wyo. - Jan. 9 


442, MINNESOTA AGENTS. It is reported that Min- 
nesota agents will attempt at the coming session of 
the legislature to disrupt in whole or part the 
qualification examination of the agents now being 
conducted by Commissioner Johnson of that State 
who is requiring that all agents submit to such 
an examination before June 1, 1945. Attention 
is called to Commissioner Johnson's article on 
this subject starting on page 17 of this issue. 


443, SCHOOL PROPERTY INSURANCE. The Little Rock, 
Arkansas School Board has adopted a recommendation 
that property insurance of the school district be 
rewritten on the basis of appraisal values set up 
in a report of Coats and Burchard Company except- 
ing only the high school stadium. All buildings 
will be insured on an 80% basis and equipment at 
50% in fireproof and 80% in other buildings. The 
total present coverage is $3,203,280.00 with total 
windstorm of $1,967,480.00. 


444, AGENCY QUALIFICATION. H. C. Burleson of 
Cedar Rapids, Iowa, Chairman of the Legislative 
Committee of the Iowa Association of Insurance 
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Agents, has announced that under the sponsorship 
of that organization there will be introduced at 
the forthcoming legislative session an agents’ 
qualification bill, a bill for the adoption of 
the 1943 New York Standard Fire Policy, a 
strengthened financial responsibility law and a 
revision of the Iowa Insurance Code. Iowa Insur- 
ance Commissioner Fischer, speaking at a dinner 
meeting of the Association, stated that the recent 
United States Supreme Court decision in the S.E. 
U.A. case would necessitate the introduction of a 
rating law in Iowa and indicated that such a bill 
would have department sponsorship together with 
one requiring the licensing of adjusters. 


445, COMPENSATION RATES. Approval of the indi- 
cated 16.2% average increase in workmen's compen- 
sation rates in the State of South Carolina is 
being opposed by a group including the State Fed- 
eration of Labor, the South Carolina Cotton Man- 
ufacturers Association, the South Carolina Motor 
Transport Association, the South Carolina Press 
Association and the South Carolina Cotton Seed 
Crushers Association. 


446, APPOINTED COUNSEL. John A. Henry, who has 
been attorney for Utica Mutual Insurance Company, 
Utica, New York since 1938, has resigned to ac- 
cept appointment as counsel of Continental Casu- 
alty handling the latter's corporate legal affairs 
other than claims. Mr. Henry was born in North 
Dakota in 1904, educated in the public schools and 
Amherst College, graduating from the Albany Law 
School in 1930. He was engaged in the general 
practice of law in Utica and Albany until he joined 
forces with the Utica Mutual in 1938. 


447, COURT PROCEDURE. Wilbur E. Benoy, Columbus, 
Ohio attorney, in a talk before the insurance sec- 
tion of the Ohio Bar Association at Columbus re- 
cently stated that proposed amendments to the rules 
of civil procedure in federal district courts will 
seriously affect insurance. Mr. Benoy indicated 
some concern over rule 34 under which some dis- 
trict courts have held that the opposing party is 
entitled, on demand, to copies of the statements 
of witnesses and medical reports taken by the op- 
posing side. Other courts have held that the 
opposing side is entitled to the names of wit- 
nesses only, while the majority have denied the 
right to such inspection holding that the data is 
privileged. 


448, SECOND INJURY FUND. The Council of State 
Governments has completed the draft of a second in- 
jury fund bill which is to be submitted at regional 
conferences of state governors, officials and leg- 
islators, in December, probably at Chicago, New 
York, New Orleans, Portland, Oregon and Phoenix, 
Arizona. 


449, "CRADLE TO GRAVE". The widely publicized 
Beveridge Plan for social security has been side- 
tracked by the British Government in favor of a 
substitute program. The new plan, recently pre- 
sented to Parliament in the form of a government 
"White Paper", is estimated to cost the country 
somewhat less than the Beveridge Plan (about $2,- 
600,000,000 as compared to §$2,788,000,000) but 
also offers less in the way of benefits. 

Of particular interest to insurance companies 
are the provisions of the plan covering workmen's 
compensation. At present the employer has a legal 
liability for industrial injuries to workmen 
against which he usually insures, although not re- 
quired to do so by law. Awards to the workman 
have been based on estimated loss of earning power. 

Under the new plan benefits would be paid at 
flat rates with supplements according to family 
responsibilities. This, it is said, will put work- 
men's compensation under social insurance prin- 
ciples; the workman will be compensated not ac- 
cording to his estimated loss of earning power, 
but according to the degree of disablement and 
loss of health and strength and power to enjoy 
life. It is also claimed that establishment of a 
central fund will eliminate litigation in settle- 
ment of claims. 
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COURTS — Beaumont 


AGENTS — NAIA committee chairmen 


10; Illinois brokers 24; meeting date 
33,105; licensing of auto dealers 39,65, 
160,186; Ohio reaffiliation 55; mutual 
agents 68; West Virginia licensing 80; 
Ohio licensing 168; New Jersey Asso- 
ciation 198; Louisiana Assn. Mutual 
273; New York Mutual 244; Tenn. Assn, 
Mutual 253; Michigan licensing sys- 
tem 294; Advisory Council 311; Wash- 
ington financial coercion 322; Minne- 
sota examination 328; Ohio fire exam- 
ination 331; Georgia Assn. 339; Cali- 
fornia qualification 409; Minnesota 442; 
Iowan 444, 


COMMISSIONERS — Association 4,31,50, 


109,161,169,329; California 180; Florida 
85,137; Idaho 153; Illinois 141; Ken- 
tucky 47,174; Louisiana 132; Maine 19; 
Massachusetts 146; Mississippi 56; New 
Jersey 84; New York 38,103,184,332; 
Utah 73; Washington 106; Ontario 162; 
North Dakota 187; Wisconsin 189; Ken- 
tucky 208; Illinois 199; law revision, 
Ohio 213; California 223,180,272; North 
Carolina 255; State regulation 281; In- 
surance Plank 302; South Dakota 303; 
District of Columbia 308; West Vir- 
gzinia 309; South Carolina 338; Nation- 
al Assn. of Insurance Commissioners 
341,369; changes possible 430; Alabama 
435; Michigan 439. 

Insurance Ex- 
change 2; Atlanta anti-trust 34; li- 
censing of auto dealers 39,186; Okla- 
homa premium tax 41; licensing of 
State Farm Mutual 42; Michigan finan- 
cial responsibility 60; Missouri anti- 
trust 70,118; Cleveland public property 
97; automobile theft 101; Oklahoma 
premium tax 185; Union ruling 231; 
licensing of Washington agency of 
Detroit 233; Sherman Act violation 237, 
240; S E.U.A. rehearing 362; Mississippi 
377; Florida Agents 397,422; Michigan 
Agency 398; Minneapolis Underwriters 
399; American Farmers, Arizona 424; 
American Equitable 425; Procedure 447. 
DEATHS — McCotter 17; Davis 27; Wil- 
liams 45; Baker 76; Lucas 95; McComb 
123; Evans 136; Burt 210; Brogan 249; 
Ozlin 292; Hobbs 301; Rhodes 305; Hare 
346; Grant 383; MeManus 408; Flick- 
inger 436. 

EDUCATION — Whitney fellowship 23; 
University of Wisconsin 36. 
FEDERAL AGENCIES — 48-hour work- 
week 5; Atlanta anti-trust 34; war 
damage 14,69,96,98; A.S.T.P. 52; S.W. 
I.S. 109; War Board 112; Navy Insur- 
ance Department 114; Army loss ad- 
justment 134; CAB insurance report 
adede 

FIRE LOSSES — 1943 fire loss 26; Fire 
Waste Contest 28; fire prevention week 
35; January fire loss 78; February fire 
loss 110; March fire loss 175; 1943 
losses 207; Hartford Circus 426; De- 
troit 433; Bowling Alleys 440. 
LEGISLATION — anti-trust 24; fire rate 
investigation 30,66; Virginia financial 
responsibility 104; New Jersey rating 
bill 107; Mississippi Workmen’s Com- 
pensation 122; Kentucky anti-separa- 
tion 128; New Jersey unauthorized in- 
surance 129; crop insurance 138; New 
York surety powers 176; Robinson 
highway bill 204; Federal regulation 
192; Louisiana Insurance Department 
226; San Francisco Brokers 239; Wal- 
ter’s Bill 252; Counter-signature law 
of Idaho 289; Bailey Bill 307,316,336, 
343,360; North Carolina legislation 
323; Maine self-insurance 403; Michi- 
gan Auto 427; Indiana Health 428; 
State Sessions 441; Second Injury 448; 
Social Insurance 449. 


MISCELLANEOUS — Century-old mutu- 


als 77; 1943 auto thefts 124; Kentucky 
Fire Marshal 126; Babson 100; com- 
pany merger 163; postwar planning 
170; Mutual Insurance Company of 
Frederick County, Maryland 2173 
Union Central Life Company 200; Man- 
itowoc Mutual Fire 238; Compensation 
Board hearing 254; Best’s Insurance 
publications 256; Virginia Highway 
Dept. 262; Journal feature 270; Army 
Exchange insurance plan 276; New 
York Accident Prevention campaign 
278; Minnesota Public Schools cover- 
age 282; Automobile coverage 285; In- 
ternational Optimists Organization 288; 


Indiana State Insurance Dept. 290; 
Fitzpatrick-Danahy Inc. 293; Medical 
Arts Hospital explosion claim 327; 
Fire losses 334; New York Insurance 
Dept. 2; Standard Accident Ins. Co. 
345; V-Day Damage 351; Indiana State 
Highway Commission award 352; New 
England Hurricane 354,407; California 
Governor’s Committee 357; Maryland 
S.W.LS. 359; Fire Losses 361; Bowling 
Alley Fires 363; Valued Policy 364; 
Policy Cancellation 365; Harold L. 
Wright 371; Insurance Taxes 372; Ho- 
boken Pier losses 391; Premium Vol- 
ume (1943) 4!2; Public property 413, 
443; Ohio earthquake 429; Aviation in- 
surance 437. 


MEETINGS — Loss Managers 232; Na- 


tional Assn. of Mutual Agents 235; 
New Jersey Assn. of Mutual Agents 
261; International Assn. of Chiefs of 
Police 267; American Bar Association 
310,393; National Association of Mu- 
tual Companies 410. 


MUTUAL EXECUTIVES — Mutual Boiler 


32; Northwestern 44,94; Lowell Mutual 
46; Fidelity Mutual 49; Preferred Mu- 
tual 53; Michigan Farm Excess of 
Loss 54; Mutual Fire of N.E. 58; Bos- 
ton Manufacturers 87; Michigan Mil- 
lers 90; Wisconsin Mutuals 92; United 
120,183; American Mutual 127; Michi- 
gan Mutual 130; Baltimore Equitable 
139; American Mutual Reinsurance 
182; Association of Casualty & Surety 
Executives 190; Northwestern Mutual 
Fire 193; Lumbermens Mutual Casualty 
202,203; Mutual Implement & Hard- 
ware 206; Employers Mutual Liability 
and Employers Mutual Fire 209; Hard- 
ware Mutual of Minnesota 218; Nor- 
folk & Dedham Mutual Fire 219; Hard- 
ware Mutual Casualty 221; American 
Mutual Alliance 222; Pawtucket Mu- 
tual Fire 236; Penn. Assn. Mutual Cos. 
258; Carolina Mutual 260; Lowell Mu- 
tual 265; Assn. of New York Casualty 
Cos. 279; Lumbermens Mutual Casualty 
202,203,280,344; Michigan Mutual 130, 
315; Improved Risk Mutuals 318; 
Northwestern Mutual Fire 193,333; 
Hardware Mutual of Minn. 218,335; 
Edwin F. Metcalf 380; Col. J. A. Bux- 
ton 388; Sprucer Borden 389; Harry B. 
Simpson 405; G. Lester Martson 411; 
Edw. H. Kingsbury 415; P. P. Tucenan 
419; John Henry 446. 


NEW COMPANIES — Pilgrim Mutual 13; 


Food Industries Federation of Mutual 
Fire Insurance Companies 75; Lansing 
Employers’ Underwriters 79; General 
Casualty and Surety Co. 115; United 
National Indemnity Company 151; Su- 
perior Insurance Co. 173; Atlantic Mu- 
tual 197; Auto Insurers Safety Assn. 
259; Life Insurance Assn. of America 
295,313; Michigan Mutual Livestock of 
Lansing 320; Automotive Ins. Corp. 
367; General Mutual, Texas 423; Blue 
Ridge, 8S. C. 432. 


ORGANIZATIONS — CPCU Society 1; 


U. S. Aviation Underwriters 3; Nation- 
al Council on Compensation Ins. 6; 
American Management Assn. 16,144; 
U. S. Chamber of Commerce 18,21,48, 
125,167; National Safety Council 22,165; 
Employers Casualty 25; Millers Na- 
tional 57; NFPA 62,108,152; Fire Waste 
Council 71,143; Continental Casualty 
72; Assn. of Casualty and Surety Ex- 
ecutives 86; American Industrial Hy- 
giene Assn. 93; International Assn. of 
Insurance Counsel 113; Insurance Ac- 
counting and Statistical Conference 
133; Factory Insurance Assn. 150; Un- 
derwriters Laboratories 154; Insurance 
Advertising Conference 155; Great 
American 156; International Claim 
Assn. 157,179; Canadian Inland Under- 
writers Assn. 172; American Standards 
Assn. 178; Inland Marine Underwriters 
Assn. 181; New Jersey Association of 
Mutual Insurance Agents 196; Nation- 
al Board of Fire Underwriters 201; 
National Fire Protection Association 
215,284,326; Insurance Library Associ- 
ation, Boston, convalescent servicemen 
216; National Association of Insurance 
Commissioners, Blanks Committee 220; 
American Society of Planning 225; 
Connecticut Motor Vehicle Depart- 
ment 224; New York Chamber of Com- 
merce 227; Interstate Commerce Com- 


RATES — W:S. 


STATE RULINGS — Ohio 


mission 228; Mutual Rating Bureau of 
Penn. 250; New York Ins. Dept. 241, 
242; National Safety Council 22,165,251, 
319; American Life Convention 257; 
Central Mfrs. Mutual Ins. Co. 263; Lib- 
erty Mutual 264; National Bureau for 
Industrial Protection 266; Automotive 
Safety Foundation 268; Employers Mu- 
tual Liability 269; U. S. Chamber of 
Commerce 18,21, 48,125,167,271,350,418; 
Metropolitan Life 274; American Stand- 
ards Assn. 287; California Ins. Dept. 
291; Virginia State Corp. Comm, 299; 
St. Paul Casualty Co. 314; Virginia Cor- 
poration Commission 321; Millers Na- 
tional 57,324; U. S. Chamber of Com- 
merce 355; Institute for Property and 
Liability Underwriters 356, 381, 417; 
American Bar Association 368; Michi- 
gan State Bar 373; Int. Assn. of Indus- 
trial Accident Boards 376; Wisconsin 
State Association 384; N. Y. Ins. Rat- 
ing Board 385; American Mutual Lia- 
bility Ins. Co. 386; Texas Mutual 
Agents 387; Insurance Institute of 
America 400; Nat. Assn. of Mutual 
Agents 401; Casualty Actuarial Society 
414; N.E. Agents 4 6; Iowa Agents 420; 
Society of CPCU 421. 


POLICY FORMS — New Hampshire fire 


policy 7; Alabama fire policy 9; air- 
craft hull 11; Tennessee fire policy 15; 
Iowa fire policy 20; Texas fire policy 
29,82,111,142; Georgia fire policy 40; 
South Carolina fire policy 43; Florida 
fire policy 51; liability policies 63; 
New Mexico fire policy 64; Colorado 
fire 64; Vermont fire policy 83; Ar- 
kansas fire policy 88; Indiana fire policy 
91; time extension 93; Virginia fire pol- 
icy 99; Standard Farm Policy 119; Per- 
sonal liability policy revision 131; Per- 
sonal Property Floater 147; Missouri 
fire policy 149; Arizona fire policy 158; 
Massachusetts fire policy 248; War in- 
jury policies 298; Personal Property 
Floater 147,330. 

graded expense 8,177; 
fire rate investigation 30,66; Virginia 
fire 81; Illinois auto fleet formula 102; 
Oklahoma compensation 140; Michigan 
fire 148; Texas collision 164; California 
compensation 166; New York fire 171; 
Westchester County, New York 205; 
New York compensation 194; boiler 
insurance 211; burglary 214; District 
of Columbia 230,234,348; Mississippi 
Fire 277; Iowa Fire rates 296; Mobile 
fire rate reduction 297; Maryland fire 
rates 325; Indiana and Wisconsin fire 
reduction 337; Indiana W.C. reduction 
243; Florida compensation 349; Ex- 
pense loading 246; Kentucky 275; Mas- 
sachusetts Automobile 353; Connecti- 
eut reduction 374; Maryland Fire 392; 
Illinois taxicab 404; Kentucky 434; 
South Carolina 445. 


REHABILITATION — Chamber of Com-. 


merce 191; A.M.A. Plan 358; American 
Legion 366. 


SOCIAL SECURITY — U. S. Chamber 


conference 18,167,340. 

retaliatory 
opinion 37; cold storage lockers 61; 
stop-loss policies 67; Massachusetts 
HOLC-SCA 89; Illinois hospital group 
117; liability of federal owned autos 
121; Florida workmen’s compensation 
145; A & H ad regulation 159; Ken- 
tucky Inland Marine 229; Idaho In- 
land Marine 247; Massachusetts Stop 
Loss 283; New Jersey rate regulation 
286; Liability of Garage Owners 300; 
Michigan motor law 304; California in- 
surance on motor vehicles 312; Penn. 
countersignature ruling 317; Missouri 
medical payments coverage 347; Iowa 
violations 379; Texas Retrospective 
Rating 394; Agency Qualification, Ten- 
nessee 395. 


TRAFFIC — Indiana safety responsibil- 


ity law 12,245; Michigan financial re- 
sponsibility 60,116; Virginia financial 
responsibility 104; Program for high- 
way safety 306. 


WAR DAMAGE — payment of claims 14; 


eancellation of coverage 69; corpora- 
tion officers 96; free renewals 98. 


WORKMEN’S COMPENSATION — indus- 


trial accidents 59; stop-loss policies 67; 
disabled workers 86; Okinhoma rate 
reduction 140; Michigan Bureau 195; 
Minnesota claims 212. 
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National Association of Insurance 


Commissioners 


Regulation Prior to 
June 5, 1944 


HE history of state regulation 

j in the United States began early 

in the 19th Century when the 
Commonwealth of Massachusetts 
passed a statute requiring insurers to 
file statements of their condition with 
the Legislature. Gradually the scope 
of regulatory legislation expanded in 
this and other states. In 1851 New 
Hampshire became the first state to 
create an insurance department. 

In 1869 exclusive state regulation 
was sustained by the Supreme Court 
in the famous case of Paul v. Vir- 
ginia (8 Wall 168). The court held 
that insurance was not commerce and 
sustained the provisions of the statute 
of Virginia which gave rise to the lit- 
igation. The Paul case became a 
landmark in the insurance field and 
for seventy-six years was the law of 
the land, its principle being cited and 
reaffirmed by the United States Su- 
preme Court no less than twenty-two 
different times. 

eee 

The history of Congressional re- 
fusal to enter the insurance regula- 
tory field, together with a long list 
of judicial decisions, to which refer- 
ence has been made, all combined to 
encourage and accelerate the develop- 
ment of the system of state regula- 
tion. But that is not all. Not only 
did the states rely upon this long and 
consistent series of judicial and Con- 
gressional precedents but so did the 
business itself. As a result a great 
institution grew and flourished. 

The insurance business has been 
alert to keep abreast with the ever- 
changing and expanding develop- 
ments of American social and eco- 
nomic life. As American industry 
increased in size and complexity the 
insurance business did likewise. Some 
idea of the complexity of the business 
may be gleaned from the fact that the 
Insurance Law of the State of New 
York makes provision for twenty-two 
major kinds of insurance; namely, 
life, annuity, accident and health, fire, 
miscellaneous property, water dam- 
age, burglary and theft, glass, boiler, 
and machinery, elevator, animal, col- 
lision, personal injury liability, prop- 
erty damage liability, workmen’s 
compensation, fidelity and surety, 
credit, title, motor vehicle and air- 
craft, marine, marine protection and 
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indemnity, and insurance of life of 

property. 

This list is by no means all-inclu- 
sive. Each of these major kinds of 
insurance embraces a wide variety of 
coverages, in some instances running 
into the hundreds. All of this de- 
velopment has of necessity been based 
upon affirmative state regulation and 
the inapplicability of existing federal 
statutes such as the Federal Trade 
Commission Act, the Robinson-Pat- 
man Act and the Sherman and Clay- 
ton Acts. 

The Effect of the Decision in 
South-Eastern Underwriters 
Case 


On June 5, 1944 the United States © 


Supreme Court handed down its de- 
cision in the South-Eastern Under- 
writers case. This decision com- 
pletely reversed the fundamental ba- 
sis underlying state regulation of the 
business by holding that insurance 
was commerce. 

One of the immediate effects of 
this decision was to make applicable 
to the insurance business a series of 
federal acts which will be, in many 
instances, in direct conflict with the 
provisions of state laws. 

Another effect, and one equally 
mischievous, was to subject state reg- 
ulation and the business to a long 
line of judicial decisions interpreting 
the commerce clause of the Federal 
Constitution and other Federal reg- 


ulatory acts enacted pursuant there- 
to. The practical effect of this may 
be to impair in some respects the 
well-established regulation by the 
states and the conduct of the business 
itself. To subtitute a case-by-case 
determination of vital problems for 
orderly regulation and management 
can scarcely be regarded as a pro- 
gressive step. Moreover, companies, 
boards, officers and employees relying 
upon what they regarded as the es- 
tablished law of the land, may have 
become overnight subject to criminal 
liability—all in the absence of an act 
of Congress specifically regulating the 
insurance business. 

In directing attention abeve to 
some of the major consequences of 
the decision, the sub-committee’s in- 
tention is to emphasize the impor- 
tance of the situation now confront- 
ing the states and the industry alike. 
It is not to say that they constitute 
the only effects. As a matter of fact, 
the sub-committee also found that a 
number of other unfavorable devel- 
opments have occurred. By this we 
do not mean the routine readjust- 
ment problems flowing from the or- 
dinary court decision ; we mean prob- 
lems jeopardizing the effectiveness of 
some of the regulatory functions of 
the states and potentially affecting 
vital sources of state revenue. The 
problems created for the insurance 
industry are equally grave. Those 
familiar with the industry who pre- 
dicted endless litigation have already 
seen their fears in this respect begin 
to materialize. These and kindred 
developments cannot but cause con- 
cern to those state officials entrusted 
with the responsibility of administer- 
ing and enforcing state insurance 
laws. They know that in the final 
analysis the insurance-buying public 
and the public at large will be affected 
adversely thereby. 


It must be apparent to all thinking 
people that this uncertain and intol- 
erable state of affairs cannot be al- 
lowed to continue. 


Procedure and Activities of 
the Sub-Committee 


This Sub-Committee on Federal 
Legislation was appointed by the Ex- 
ecutive Committee of the National 
Association of Insurance Commis- 
sioners on October 7, 1943. It was 
directed to function as a fact-finding 
body in connection with existing and 
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proposed federal legislation. Logic- 
ally, when the decision in the South- 
Eastern Underwriters case was made, 
the sub-committee’s efforts became 
more intensified. Consequently, pur- 
suant to a resolution adopted at the 
meeting of the National Association 
of Insurance Commissioners held at 
Chicago in June of this year, it un- 
dertook the task of making specific 
recommendations to the Executive 
Committee of the Association not 
later than September Ist of this year. 


Notices of its meetings were wide- 
ly publicized. All interested persons 
were invited to appear. Requests were 
made for the submission of memor- 
anda and briefs so that the sub-com- 
mittee would have the benefit of any 
technical research made into this 
problem by others. These were sup- 
plemented by public and private hear- 
ings at which interested parties ex- 
pressed their views orally. In ad- 
dition to these sources of informa- 
tion, the various members of the sub- 
committee, representing a geograph- 
ical cross-section of the country, each 
one the chief administrator of the 
insurance department in his own 
state, had available to them the fa- 
cilities and background of their re- 
spective insurance departments, all 
of them with histories extending back 
many decades. All material and 
evidence presented was carefully 
weighed. 


Declaration in Favor of 
State Regulation 


As a result of its deliberations the 
sub-committee found an overwhelm- 
ing sentiment for the retention of 
state regulation. The arguments ad- 
vanced in its favor were compelling. 
Chief and foremost among them was 
the fact — undisputed — that because 
the states are closer to the people than 
is the nation, they are better able to 
deal with insurance problems arising 
in their several jurisdictions. 


Second, and of equal importance, 
is the fact that the insurance business 
does not lend itself to a rigid, cen- 
tralized control. Flexibility is of the 
essence. Regulation must be geared 
to regional and sectional needs. 


A third and equally persuasive rea- 
son, although one which flows from 
the first two, is the record of the busi- 
ness in this country, extending back 
over 100 years, and the service which 
it has rendered to the public. No in- 
dustry could have thrived to the ex- 
tent that the insurance industry has, 
nor could the public have gained as 
it has, if either the philosophy or ad- 
ministration of state regulation had 
been unsound. 
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Recommendations 


The sub-committee recommends as 
follows: 


1. The enactment by Congress of 
affirmative legislation under the com- 
merce clause of the Constitution by 
which it formulates its own policy 
and establishes its own rule to the 
effect that the regulation and taxation 
of the insurance business shall con- 
tinue in the several states. 

2._ An appropriate amendment to 
the Federal Trade Commission Act 
eliminating the insurance business 
from the scope of that act. We base 
this recommendation upon the follow- 
ing consideration: The several states 
are empowered to deal with improper 
practices. To permit the Federal 
Trade Commission to exercise the 
same power would mean either dupli- 
cation or overlapping of the same 
functions. Furthermore, in view of 
the present trend to expand the area 
of what constitutes interstate com- 
merce, the Federal Trade Commis- 
sion might well preempt this field to 
the exclusion of the states. The pub- 
lic interest requires that wherever 
possible the functions of government 
be exercised by that unit of govern- 
mient closest to the people. In this 
instance it is manifest that the insur- 
ance departments of the various 
states are far closer to the problem 
and better able to serve than a de- 
tached central bureau. 

3. An appropriate amendment 
eliminating the insurance business 
from the scope of the Robinson-Pat- 
man Act. We base this reeommenda- 
tion upon the following considera- 
tions : 

(a) The Clayton Act, as amended 
by the Robinson-Patman Act, by its 
language is intended to apply to com- 
modities. Recourse to the Congres- 
sional debates preceding its enact- 
ment shows that it was never in- 
tended to apply to the insurance busi- 
ness. Indeed, this recommendation is 
made from an excess of caution to 
prevent a strained construction of 
the word “commodities” in the act to 
include insurance. 

(b) One provision of the Clayton 
Act as amended by the Robinson- 
Patman Act prohibits the payment of 
commissions to a broker, a practice 
long recognized in the insurance in- 
dustry. It is manifest that Congress 
never intended to bar the payment of 
commissions under such circum- 
stances. 

4. An appropriate amendment to 
the Sherman and Clayton Acts, 
(which are regarded as nonregula- 
tory), excluding from the prohibi- 
tions thereof all reasonable coopera- 
tive procedures necessary and 





incidental to the establishment of 
statistical rate bases, rates, coverages 
and related matters. We base this 
recommendation upon the following 
considerations : 

The objective of the anti-trust acts 
is that competition shall be free and 
unfettered. The courts have said 
that agreements to fix prices, no mat- 
ter how benevolent or well inten- 
tioned, are illegal per se. Experience 
has demonstrated that unrestricted 
competition in the insurance business 
is not in the public interest. Prac- 
tically every state in the Union has 
upon its statute books provisions pro- 
hibiting unfair discrimination in 
rates. If unfair discrimination is to 
be avoided, there must be reasonable 
uniformity in the rates. Such uni- 
formity can be obtained only by co- 
operation in obtaining statistical data 
and in the promulgation of rates 
based thereon. This result can be 
obtained only through concert of ac- 
tion. 

The fire, casualty, surety and in- 
land marine aspects of the insurance 
business differ widely from life in- 
surance. In life insurance the gross 
rates are based upon a number of 
factors, including mortality tables. 
Mortality tables are based upon the 
certainty that everyone: must die; the 
time of death is the only uncertainty. 
In the other fields of insurance there 
is no guarantee that the contingency 
insured against will occur at all. As 
a result rates in these other fields can 
be estimated with a lesser degree of 
certainty. Since rates in these other 
fields are based upon the law of av- 
erages it is manifest that the broader 
the statistical base the more accurate 
the average. The experience of in- 
dividual companies is seldom a reli- 
able guide for rate-making purposes. 
The structure of the fields of insur- 
ance under discussion is based upon 
these facts of common knowledge. 
Furthermore, many states have by 
statutory enactment insisted that 
companies act in concert for the pur- 
pose of collecting statistical data for 
rate making in these other fields in 
order to utilize these established prin- 
ciples—principles, we may add, which 
are wholly inconsistent with the un- 
restricted competition contemplated 
by federal anti-trust laws. For clar- 
ity we point out that in so-called rate 
regulated states the statutes provide 
that the rates shall be neither exces- 
sive, inadequate, unfair or unreason- 
able, and appropriate provision is 
made for deviation from the rate 
structure for companies showing a 
justification therefor. 

There is a further distinction be- 


tween life companies and other types 
(Continued on page 24) 
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The Qualification and Licensing of Insurance 


Agents 


By NEWELL R. JOHNSON 
COMMISSIONER OF INSURANCE, STATE OF MINNE- 


SOTA; PrestpDENT, NATIONAL ASSOCIATION OF 
INSURANCE COMMISSIONERS 


OST states now have on the 


statute books certain rules 
and regulations pertaining 


to the conduct of agents in general, 
the relationship of agents to the state, 
to the public, and to the companies 
by whom they are employed. 

Such legislation defines agents and 
solicitors and in most instances pro- 
vides that they must be licensed by 
the Commissioner of Insurance or by 
some similar supervisory authority. 
Gualification laws vary in pattern 
among the several states. The most 
common qualification law, however, 
is a more or less negative statute 
which outlines the type of person not 
entitled to a license. 

The provisions usually state that 
no license shall be issued to persons 
who are: 

(A) Incompentent or unqualified. 

(B) Not intending to carry on the 
business in good faith. 

(C) Untrustworthy. 

(D) Of bad moral character. 

(E) Derelict in remitting funds to 
companies or policyholders. 

(F) Guilty of misrepresenting con- 
tracts or the condition of any insurer. 

(G) Deceitful or dishonest in con- 
nection with insurance transactions. 

(H) Twisters. 

(1) Violators of insurance laws. 

Such laws also charge insurance 
companies with the responsibility of 
not making application for a license 
for any agent who is unfit or unqual- 
ified. 

Experience over a period of many 
years prompted enactment of these 
so-called qualification laws ; they were 
felt essential at the time to the prog- 
ress of insurance and the protection 
of the public. 

Today, more emphasis is placed on 
competence and qualifications of 
agents than on any of the other re- 
quirements. This, because more 
harm is caused by incompetent agents 
not versed in their field of endeavor 
than through any other cause. The 
laws relating to agents and the poli- 
cies followed by most companies sim- 
ply preclude the appointment of per- 
sons with outright bad records. 

The personal application forms re- 
quired by the various departments 
and the investigations made by com- 
panies reveal thoroughly enough the 


general character of the individual 
applying for license. Today, we want 
to go further. It takes more than 
honesty, sincerity of purpose and 
good character to make a good and 
successful agent. 

And so the various insurance de- 
partments have devised programs for 


determining the qualifications of 
agents. Programs based on a per- 


sonal application, and on a test of 
the agent’s knowledge of the business 
and of the laws pertaining to the par- 
ticular line which he will sell. 


Some incompetent agents are elim- 
inated through this process. But per- 
haps the greatest contribution of the 
system is to cause the applicant to 
seek increased knowledge in order to 
prepare himself for the tests he must 
take. 


After giving full consideration to 
all that has been done and is being 
done to promote a higher standard 
for agents, it must be recognized that 
the methods employed at present are 
still not sufficient of themselves. It 
is still possible to find among licensed 
individuals, some who have, indeed, 
passed the tests required, but who are 
nevertheless to be counted among the 
unprepared and incompetent. We 
have seen agents with no experience 
pass the examinations with high 
grades merely by studying questions 
and answers on which the examina- 
tion itself is based. We also have 
agents who receive but a marginal 
passing, and still others with years 
of experience who fail to answer cor- 
rectly simple questions pertaining to 
the business which has been their 
life’s work. 

So the tests and examinations re- 
quired by the insurance departments 
are only one step in the direction of 
the final goal. 


Today, the companies themselves 
are much more particular and careful 
in the selection of the persons who 
are to represent them than ever be- 
fore. Just a few years ago, most 
companies would request licenses for 
most anyone, intrigued with an in- 
dividual because he possessed a repu- 
tation in sports or a wide circle of 
friends or because he belonged to an 
influential family with the proper 
connections. In fact, in the past, 
some companies blanketing their re- 
quests for renewal of licenses have 
been known to include agents long 
since deceased. 

Several important factors have 
contributed to this healthy change in 
the attitude and approach of the com- 
panies. It would be quite impossible 
to determine with any degree of ac- 
curacy which of these influences was 
most important. Suffice to say that 
together they have brought about 
sounder conditions: 

1. The importance of selective agency 
appointments was brought home forc- 
ibly by many court decisions holding 
the companies responsible for their 
agents’ acts. 


2. The companies suffered heavy mone- 


tary losses under the old haphazard 
system, through advances made, vol- 
untarily and involuntarily, to poorly 
selected agents. 


3. The companies came to realize that 


in very truth the agent is the com- 
pany so far as the assured is con- 
cerned. This need for better public 
relations made crystal clear the cry- 
ing need for selection methods based 
on something more substantial than 
fleeting fame as a local sports hero 
or some other attribute equally un- 
related to the business of insurance. 
Indeed many agents who were started 
for such reasons did succeed. But it 
can be safely asserted that those who 
succeeded did so because of - other 
reasons. 


4. Business secured by agents accepted 


promiscuously proved too expensive 
to handle. 
(Continued on page 22) 
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Fire - een pie ie . 564 
EGO oe Se a 730 
I iii seccrcieinsnacnn 461 
Automobile: _ 813 
Farm Windstorm and Hail... 435 
Accident and Health... 323 
Fidelity and Surety... 302 
3,628 





Result of Agents’ Examinations in State of Minnesota 
August 1, 1944 to October 26, 1944 


Average 
Failed Total Mark 

109 673 81 
68 798 84 
123 584 81 
132 945 83 
3 438 88 
58 381 82 
63 365 84 

556 4,184 83 plus 
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Table 1.—Burial insurance organizations operated by undertakers, and service-insurance companies (all of which pay »enefits 


in funeral goods and services), with selected operating data, by States. 











| | 
Number of Membership 
Data for associa- Insurance Collected as per cent 
State VW year tions or Membership in from Benefits of 1940 
ended companies force members paid State pop- 
ulation 
Number Number Dollars Dollars Dollars Per Cent 
IN iid secpharacucictncaee 12-31-42 29 1,891,000 189,106,471 | 9,841,788 1,692,009 67 
fo) | SE SaREE Re eee ee 6-30-43 150 1,630,000 | ¥/238,863,000| 2,111,760 1,611,960 84 
Louisiana] 12-51-42 wY 40 87,185 y 336,474 110,407 Vv 
[EE ES 12-31-42 114 1,423,143 139,780,833 | 2,390,811 Y 65 
North Carolina_._______________.]__ 12-31-43 303 1,397,917 avs v 1,065,000 39 
Tenneseee. 12-31-42 ¥/ 200 1,135,373 vA 1,166,950 981,468 39 
Tent... 12-31-42 319 857,537 Vv 2,163,520 1,180,576 13 


























W Data for Oklahoma unavailable. 


~/ Based on average claim paid of $164.48. 
x¥/Y Includes 14 organizations for which operating data unavailable. 


/ Data unavailable. 


(Operating data are for 26 organizations.) 


¥/ Data for 111 associations used to estimate missing data for 89 of the 200 associations reported for State. 
Based on published or unpublished data provided by State supervisory authorities. 


DEVELOPMENT IN 
BURIAL INSURANCE 


(Continued from page 9) 


The average age of the member- 
ship of three associations in Tennes- 
see on a recent date was 35, 38 and 
39 years, respectively. The average 
age of the members of another assess- 
ment association in Arkansas was 32 
years. On the other hand, the aver- 
age age of members of a stipulated- 
premium company in Mississippi 
which issues family policies as well 
as individual policies, was only 27 
years. Under this family policy all 
of the members of a family under 
age 60 are insured at a cost of $1 a 
month for the family. Benefits vary 
according to age. 


Other companies with family pol- 
icies have prescribed limits of 6 or 7 
persons per family for the $1 family 
rate. The bringing in of younger 
members along with the older ones 
under family policies naturally tends 
to hold down the average age of the 


membership, but such policies obvi- 
ously involve substantial inequities in 
cost as between small and large fam- 
ilies. 

Each insurance organization has its 
own “association funeral,” which gen- 
erally includes a standard casket, em- 
balming, hearse service within 50 or 
75 miles, grave clothes or cloak, and 
in fact everything except the grave 
plot, opening and closing the grave, 
and payment of the minister. Another 
undertaker cannot ordinarily be sub- 
stituted for the funeral director who 
operates the insurance organization. 


The cost of a funeral is based upon 
the price of the casket, the services 
being the same for any priced fun- 
eral. Because of statutory or regu- 
latory limitations on the amount for 
which a certificate may be issued— 
$100 in North Carolina, Oklahoma 
and Tennessee, $150 in Mississippi 
and Texas, and $300 in Arkansas and 
Louisiana—the “assocjation funeral” 
is usually the cheapest, or one of the 
cheapest, offered by the sponsoring 


undertaker. There is therefore a 
strong temptation for him to try to 
sell a higher-priced funeral to the 
beneficiary than the insurance certifi- 
cate provides. An association in Ten- 
nessee, for example, paid 116 benefits 
during a recent 2-year period, yet the 
undertaker’s records showed that in 
cnly 39 of the 116 cases was an “as- 
sociation funeral” supplied. The 
beneficiary must either accept the 
“association funeral” or buy a better 
one from the same undertaker. There 
is, however, keen competition among 
associations and companies to obtain 
members, and cheap insurance and 
better funerals are the inducements 
offered. 


Most of the burial associations in 
Arkansas, North Carolina, Oklahoma, 
Tennessee and Texas are of the as- 
sessment, rather than fixed-premium 
type. Notice of assessment is by mail 
and payments are often made in per- 
son. Collectors are not ordinarily 
used. Such associations are charac- 
terized by only a few age classes, and 


Table 2.—Age classes, benefits and rates used by many burial associations in Arkansas and North Carolina v/. 











Annual premium 
State and Benefit Assessment Annual per $100 
age class rate ~/ premium benefit 
Dollars Dollars Dollars Dollars 
Arkansas: 

3 months-6 years ‘ 40 10 40 1.00 

7-12 years 60 Bi. .60 1.00 
13-60 years 100, 150, 

200 or 300 Vv Vv 1.00 
61-70 years ditto Vv Vv 2.00 
North Carolina: 

1-9 years 50 05 .40 .80 
10-29 years 100 10 80 .80 
30-49 years 100 .20 1.60 1.60 
50-64 years 100 .30 2.40 2.40 

















Y All associations in North Carolina are required to use the age classes, benefits and rates shown for that State. 
/ Four assessments per year in Arkansas and 8 in North Carolina. 
¥/ Depends on benefit selected. 











an adult group may cover an age 
range of 35 or 40 years. Typical age 
classes, benefits and rates are shown 
in Table 2 for Arkansas and North 
Carolina associations. 


In Arkansas applicants entering at 
ages between 13 and 60 years, or 
members of the “7-12” age group 
who later attain 13 years, may obtain 
a $100, $150, $200 or a $300 benefit 
and are usually assessed at the rate 
of 25 cents per quarterly assessment 
for each $100 of insurance. Once 
entered in an adult group a member 
carries the same benefit and rate 
throughout life. In North Carolina 
the benefits within each age group 
are fixed and no choice as to amount 
is given. The only change to a higher 
benefit is at age 10. All who enter at 
10 or above continue to pay the same 
rates and to have the same benefits as 
at entry. 


The stipulated-premium companies 
usually have more age and rate 
classes than the assessment associa- 
tions, and hence the cost to the pol- 
icyholder more nearly follows the 
mortuary cost to the insurer. Most 
of the burial insurance companies in 
Louisiana and Mississippi, and the 
service-insurance companies in Ala- 
bama, are of the stipulated-premium 
type. 

The burial association or company 
operated by an undertaker usually 
does not have to pay any rent or offi- 
cers’ salaries, and this makes possible 
a low operating cost. Burial associa- 
tions in Arkansas are prohibited by 
State regulation from spending more 
than 20 per cent of assessment in- 
come for operating expenses. Dur- 
ing the last half of 1942 they spent 
an average of 12 per cent. Associa- 
tions in Oklahoma and North Caro- 
lina cannot, by law, use more than 25 
per cent of assessment income for ex- 
penses, and this 25 per cent must in- 
clude the tax imposed in connection 
with the maintenance of the State 
regulatory authority, which for the 
fiscal year ended June 30, 1942 was 
2 cents per association member. Al- 
though there is no regulatory limita- 


tion on the operating expenses of the’ 


Tennessee associations, their expen- 
ses averaged only 11.7 per cent of 
assessment income in 1942. On the 
other hand, the burial associations in 
Texas are permitted to use and do use 
approximately 40 per cent of their 
assessment income for expenses. The 
service-insurance companies in Ala- 
bama and the stipulated - premium 
burial companies operated by under- 
takers in Louisiana use 50 per cent 
or more of their premium collections 
for operating expenses. 
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Another type of funeral insurance 
company which is not operated by 
undertakers provides a funeral serv- 
ice for the insured by contracting 
with undertakers for the performance 
oi such services. In some instances 
such companies formerly manufac- 
tured their own caskets and sold or 
consigned them to the contracting un- 
dertakers for use in connection with 
the funerals of insureds. This prac- 
tice has been discontinued for vari- 
ous reasons. In Alabama such com- 
panies are required to maintain re- 
serves on their policies. This reserve 
is not based upon the amount of bene- 
fit stated in the certificate, but on 
what is evidently considered the av- 
erage wholesale cost of the funeral 
or 40 per cent of the insurance. For 
example, the reserve on a $250 cer- 
tificate is computed on the basis of 


$100. 
eee 


While the burial insurance organ- 
izations operated by undertakers were 
started largely for business reasons 
and not from altruistic motives, they, 
as well as the so-cailed service com- 
panies, have nevertheless provided a 
means whereby people may prepay 
their own burial expenses, with the 
result that the number of pauper 
burials has been reduced. These or- 
ganizations as a general rule are op- 
erated at low overhead cost and un- 
der highly competitive conditions. 
The pronounced increase in member- 
ship suggests that many people be- 
lieve that through burial insurance 
they can purchase a better and more 
satisfactory funeral than can be pur- 
chased at the same price in the open 
market. 


It might be expected in selling in- 
surance without medical examination 
—only a statement of health is re- 
quired —and with agents’ commis- 
sions consisting of membership fees, 
that the selection of risks would be 
against an association. The payment 
of salaries to agents instead of com- 
missions might be advisable wherever 
possible. Furthermore, a requirement 
that the insurance shall not go into 
effect for 30 days after date of appli- 
cation, except for accidental death, 
would seem well justified. This re- 
quirement and another, that each as- 
sociation must transmit to the gov- 
erning authority copies of all applica- 
tions for insurance and death certifi- 
cates, are in effect in North Carolina. 


The burial insurance organization 
managed by an undertaker is a pur- 
chaser of funcrals for its members, 
while the undertaker in his primary 
capacity is also the seller. When the 


December, 1944—19 


immediate interests of the two busi- 
nesses conflict, the insurance organ- 
ization is likely, at least in some in- 
stances, to be disadvantaged by the 
undertaker, If these insurance or- 
ganizations are to be successful and 
continue to serve both the public and 
the undertaker, they must of course 
be operated on sound insurance prin- 
ciples. This may require more gen- 
eral State control over their opera- 
tions with respect to risks accepted, 
rates charged, reserves maintained, 
and other aspects of the business. 





COMMISSIONERS PROPOSE 
FEDERAL LEGISLATION 


(Continued from page 3) 


tivities of companies acting in concert 
in an effort to more efficiently serve 
their policyholders and the insuring 
public generally. 


An important factor having a bear- 
ing on the result of the mutual asso- 
ciations’ consideration of the matter 
was the realization that an all exclu- 
Sive program was impossible in view 
of the conflicting opinions in the in- 
surance business itself. After com- 
paring the Bailey Bill with the com- 
missioners’ program the meeting con- 
cluded that the latter was far more 
constructive and represented a safer 
long-time solution. 


The two associations are also of 
the opinion that the commissioners’ 
program opens the way for the co- 
operation of various segments of the 
insurance business with state and 
government officials along lines which 
would strengthen state regulation and 
bring about greater public confidence 
in the institution of insurance. It 
was agreed, too, that wise leadership 
is needed more than ever before and 
that the commissioners’ association 
holds the best possibility of that type 
of leadership which would be gener- 
ally acceptable to the insurance busi- 
ness. 


The two mutual groups declared 
their willingness to meet and cooper- 
ate with any and all groups, public 
and private, in connection with subse- 
quent development to the end that the 


_structure of insurance may be mate- 


rially strengthened. 


The American Mutual Alliance is 
submitting the commissioners’ pro- 
gram to the Federation of Mutual 
Fire Insurance Companies, the third 
of its affiliated organizations, for its 
consideration, realizing that certain 
aspects of the program may affect 
fire companies differently than they 
do the casualty writing carriers. 

eo 8 ® 
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THE PENALTY 
OF LEADERSHIP 
(Continued from page 8) 
veloped in the interest of its policy- 
holder owners. 

The stability of mutual insurance 
is reflected by a survival record un- 
equaled in the business. That stabil- 
ity may be credited in good part to 
the underwriting and investment pol- 
icy of mutual companies. It has been 
said that mutual fire and casualty 
companies accept only the best risks 
—the least hazardous — leaving the 
poor ones to the mercy of their com- 
petitors. Even if that were true it 
would not constitute an indictment 
of mutual insurance—-but it is not 
exactly true. Generally, mutual com- 
panies are not interested in poor risks 
whose management have no disposi- 
tion to do those things necessary to 
make them good risks; just as a life 
insurance company is not interested 
in insuring the life of an individual 
suffering from a curable ailment 
until that person does the things nec- 
essary to bring him back to an ac- 
ceptable state of health. It is com- 
mon knowledge in commerce and in- 
dustry that to secure the protection 
of a factory mutual or an improved 
risk mutual policy the risk must bring 
itself up to a high standard of safety 
engineering perfection. It is a recog- 
nized fact that in the casualty field 
risks unwilling to meet the safety en- 
gineering standards of mutual com- 
panies find it impossible to secure 
that type of protection. A willing- 
ness to meet those requirements may, 
however, bring a hitherto poor risk 
into the mutual field to become a 
good risk. 

In the matter of its public relation- 
ships mutual insurance has for many 
years adhered to a policy which has 
gained for it general approval upon 
the part of the informed public and 
public officials. It has led in the ef- 
fort to secure for itself and for its 
protection a strengthening of state 
laws relating to the financial security 
of both its own and other types of 
carriers; while at the same time it 
has opposed efforts on the part of 
competitive groups to gain advan- 
tages not in the best interest of pol- 


icyholders. Except where policyhold- . 


er interest was at stake it has never 
questioned the validity of an exist- 
ing statute or a departmental ruling. 
In the realm of voluntary action, 
with respect to questions charged 
with public interest, mutual insurance 
has time and again taken the posi- 
tion that where there was doubt it 
was not only under a moral obliga- 
tion to favor the interest of the pol- 
icyholder but that it was good busi- 
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ness to resolve the doubt in his fa- 
vor. It has carefully avoided a pol- 
icy of entangling alliances. It has 
had no part in impoundings or mys- 
terious upper - room conferences 
promising no ultimate benefit to the 
policyholder. It has held strictly to 
the principle that if there were to be 
errors in judgment such errors 
should be on the side of advancing 
the interest of the policyholder. It 
has not indulged in a “dollar diplom- 
acy” or in one of expediency but has 
operated on a long range policy of 
honesty and frankness calculated to 
bear the searching light of midday ; 
and serve that sometimes forgotten 
man who pays the premium. The 
public relationship policy of mutual 
insurance not only recommends it 
because it is in the general public 
interest, but because it is of concrete 
economic value to the insurance-buy- 
ing public. That is true in many 
fields in which the policyholder has 
both a direct and indirect interest. In 
the field of casualty rate making and 
rate regulation, for example, mutual 
insurance has always stood for the 
strictest supervision, believing that 
equity and the prevention of discrim- 
ination between policyholders was 
possible only where rates were deter- 
mined upon the whole experience of 


Philadelphia waterfront in 
1752—the year that Benjamin 
Franklin organized the now 
oldest fire insurance company 
in America. = 





all of the companies in the field ; pre- 
ferably through bureaus in which all 
types of carriers were given equal 
representation and equal voice. The 
mutuals have always contended that 
such rates should be approved by a 
responsible public official and applied 
uniformly, without discrimination, in 
the classifications to which they re- 
late. The mutual company policy in 
the matter of rate regulation is well 
known in the insurance world. Its 
effect has been to bring about, some- 
times in spite of the bitter opposition 
of groups whose policvholder inter- 
est was secondary to that of their 
own enrichment, a scientific approach 
to casualty rate making and rate reg- 
ulation which has immeasurably bene- 
fited the policyholders ; and especially 
those who, by reason of the more or 
less limited volume of their posses- 
sions or scope of their business, lack 
the bargaining power frequently 
available to larger risks. 

Thus, we have a reasonably clear 
perspective of this serious business 
of mutual insurance, hedged about by 
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laws applying with equal force to it 
and its competitors and differing in 
only one important respect from the 
stock form of carrier with what it 
contends for business. It is a staid, 
well regulated sober sort of business 
which has been offering its service 
and protection to the American pub- 
lic for nearly 200 years. It would 
seem that such a business, so regu- 
lated and so conducted should have 
little with which to contend in the 
competitive field beyond the ordinary 
task of convincing the public that it 
offers equal protection and superior. 
service. Yet mutual management al- 
wy has had other forces to meet. 

otwithstanding insurance may be 
the most prosaic of all of: our busi- 
ness undertakings and presents to the 
thoughtful observer no questions that 
cannot be resolved by the applicatior 
of cold facts and known factors, it 
has developed in this country over 
the period of its existence a competi- 
tive situation so unique as to be amaz- 
ing to those having a clear under- 
standing of its machinations. Almost 
from the date of its origin, and es- 
pecially during the past fifty years of 
mutual progress, we have seen the 
slow development of an organized ac- 
tivity designed to mislead the public 
into believing that those insurance 
companies which, as a matter of prac- 
tice, return to their policyholders at 
stated intervals the unused portion of 
their contribution to the common 
fund, were departing from sound in- 
surance principles and donning the 
cloak of bolshevism, communism, so- 
cialism and more lately un-American- 
ism. This has taken the form of a 
sustained campaign of misrepresen- 
tation, the spasmodic intensity of 
which has been closely related to re- 
ported increases in mutual premium 
volume, and the dissemination of half 
truths calculated to poison the minds 
of the uninformed public. Since all 
of the “isms” to which mutual man- 
agement is supposed to subscribe 
have a bad connotation it has been the 
apparent belief of those who ladle out 
the potion that it would eventually 
so weaken the mutual constitution 
that the victim would quietly lay 
down and die. That during all of 
these years the objective has not been 
realized seems to have discouraged 
the performers little, if at all. 


Among the earliest of those suffer- 
ing the symptomatic pains of mutual 
competition was one T. E. Jones, Jr., 
who in 1854 was editor of the Insur- 
ance Monitor and Commercial Reg- 
ister of New York. Apparently, Mr. 
Jones had been inoculated by some 
of his subscribers or advertisers in 
the stock insurance business and for 
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the front page of the January issue 
of that year he concocted a remedy, 
in the form of a fable reciting how 
a mythical Benoni Gouge, with the 
kelp of some equally mythical friends, 
had organized the ill fated Bubble & 
Squeak Mutual Insurance Company. 
Both citizen Gouge and his fabulous 
friends must have been rascals of the 
first water because, according to their 
creator, their sole purpose in organ- 
izing the company was to squeeze the 
policyholders to the last farthing of 
their ability to pay. Obviously, the 
moral of the tale was that all mutual 
insurance companies were organized 
by swindlers who ought to be in jail 
for perpetrating a fraud upon the 
public. This effort to wipe out mutual 
competition by one stroke of the edi- 
torial pen was amusing if not con- 
vincing reading and was followed 
over a period of years by equally 
quaint but unsuccessful efforts to 
stop the progress of companies or- 
ganized on the mutual plan. None of 
these were more than mildly disturb- 
ing until some forty or more years 
ago when there appeared upon the 
scene an anti-mutual apostle willing 
to spend hard coin to publicize, over 
his own and his company’s name, his 
belief that all mutual insurance was 
socialistic and communistic—a sly, 
devious and insidious encroachment 
upon a field of enterprise which he 
evidently believed should be left to 
him and his contemporaries in the 
stock casualty field. That he kept 
himself in the limelight for longer 
than the ordinary period of time may 
have been because of the pleasure he 
derived from reading his own “bill- 
ing” and his willingness to invest in 
printer’s ink and postage stamps. At 
any rate, he did pursue his fetish for 
a number of years, but in no appre- 
ciable degree did he succeed in stam- 
peding his public away from the mu- 
tual and into the stock fold. 


Following that era came a succes- 
sion of what might be termed “smear 
periods” characterized by the circu- 
lation of anonymous statements di- 
rected either against individual mu- 
tual companies or such companies as 
a class. Of blessed memory among 
the disseminators of such misleading 
and libelous material are the “Casu- 
alty Information Clearing House” 
and its successor, the somewhat mys- 
terious “Committee on Publicity and 
Education,” both of which strutted 
their stuff for the benefit of the boys 
who had paid for the tickets and then 
swan dived into the deep end of the 
pool for a complete disappearance. 

Space will not permit more than a 
passing reference to the latter day 
performers who have appeared from 
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time to time to allege the inherent in- 
security of the mutual plan even in 
the face of a mutual survival record 
twice as good as that of its chief 
competitor; or those who have pro- 
foundly called public attention to 
long reversed legal cases—in at least 
one instance citing the appeal of a 
gentleman from his conviction for 
burglary —as evidence of the un- 
worthiness of mutual companies gen- 
erally; or those who under the trans- 
parent veil of reciprocity have advo- 
cated the boycott as the means of dis- 
posing of mutual competition; all 
these and more have appeared before 
the crowded galleries and then dis- 
appear behind the scenery—some of 
them never to reappear, others climb- 
ing back to essay a variation of the 
performance in the hope that this 
time they might achieve success. The 
sturdiest of these performers has 
been that one carrying the old banner 
of communism or bolshevism. Last 
week it was “the mutuals are bolshe- 
vistic ;” yesterday it was “the mutuals 
are communistic” and today it has as- 
sumed a patriotic overtone and the re- 
frain is “the mutuals are un-Ameri- 
can,” the obligato being performed 
by certain patriots who would have 
you believe that any undertaking 
which returns its savings to those 
who provided the operating funds is 
inimical to the American way of life. 


Let us discover, if we can, the rea- 
son for such charges against a busi- 
ness which is so circumscribed by im- 
mutable law and statutory provisions 
as to make its operation about as ex- 
citing as the ticking of an eight day 
clock. 

For -the year in which the editor 
of “Mutual Forum” entered the busi- 
ness (1893) there is available very 
little statistical data concerning the 
fire and casualty insurance business 
in this country. We have, however, 
the official insurance reports of the 
State of New York for that and sub- 
sequent years and since New York 
is and always has been the leading in- 
surance state of the nation, these re- 
ports will serve to give us facts illus- 
trating the point that for fifty years 
the mutual companies have been 
keeping pace with their stock com- 
petitors and slowly but surely in- 
creasing their percentage of the total 
business. While the percentage fig- 
ures may be startling and somewhat 
higher than they would be were it 
possible to secure for the same period 
of time figures for all companies on 
a countrywide basis, they are, in com- 
parison, a fair index of what is tak- 

(Continued on page 23) 
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QUALIFICATION OF 
INSURANCE AGENTS 


(Continued from page 17) 


The necessity for an improved pro- 
gram was first emphasized by the life 
companies. But now we find all 
branches of the insurance industry 
stressing the desirability and neces- 
sity of education and preparedness. 

Courses of study are now offered 
by many universities throughout the 
land. Special schools are promoted 
by companies. Various local groups 
have been formed for specialized 
study in specific fields. And so we 
now find that the opportunities are 
everywhere present for preparing the 
agent thoroughly in his field of en- 
deavor. Such opportunities make it 
possible for the new agent to turn a 
mere job into a life career. 

Summing up, we are justified in 
believing that the laws of the various 
states and the educational programs 
so widely adopted must result in bet- 
ter qualified agents. As a result of 
them, we will still have honesty, 
competence, trustworthiness, good 
character and the other qualifications 
so necessary to become successful. 
But we will add predetermination of 
many other things, which, added to 
experience, enthusiasm, broad vision, 
patience and industry, will safely take 
more beginners down the road to suc- 
cess. Of course, some items of qual- 
ification may never be discernible 
through examinations. But we are 
learning through experience and anal- 
ysis of accomplishments. 

There are two very illusive quali- 
ties which, in my opinion, are of par- 
amount importance in the making of 
a successful agent. The first is that 
such individual should strive tireless- 
lv for and maintain ever in his mind 
and in his actions a sincere desire to 
be of service to his fellowmen. 

The second is that such individual 
keep up with the times and develop- 
ments in his chosen field. Having 
secured a license by passing an ex- 
amination given by a state department 
or by having received a diploma for 
completion of a course of study, the 
agent must never feel that his edu- 
cational program is completed. On 
the contrary, to reach real success, 
one must keep abreast of ever chang- 
ing conditions in the profession and 
in the businesses or industries which 
he would serve. 

Taking it for granted that you are 
interested in all developments in the 
insurance field, and particularly that 
relating to agents, I would like to 
briefly outline what has been done by 
the insurance department of the State 
ot Minnesota regarding the qualifica- 
tion of agents. 
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On March 24, 1944, a ruling was 
signed and issued providing for the 
qualification of agents from that date 
forward. The ruling set forth that 
applicants would be qualified in two 
distinct examinations: First, by ex- 
amination of a written application to 
be submitted by the applicant on 
forms prescribed by the commission- 
er, from which it is determined 
whether the applicant is qualified to 
take a further examination, and, sec- 
ond, by a written examination in the 
class or classes of insurance for 
which the applicant desires a license. 

It was also provided that present 
licensees are not required to take the 
examination before May 31, 1945. 

A further provision was made to 
grant a conditional license to new 
agents for a period not to exceed 60 
days, pending a determination of the 
applicant’s qualifications. A condi- 
tion of such license being that the 
applicant will take a written examin- 
ation within the time stated, and that 
in the event of failure to do so or 
failure to pass the examination, the 
license to be automatically canceled 
without hearing. 

The new application forming part 
one of the examination was drafted 
and provided for specific information 
relating to the agent’s personal his- 
tory and his dealings and history in 
the insurance business. This part 
of the application consists of 25 
questions which must be answered 
under oath. 

Another part of the application 
contains a verified endorsement of 
the agent by the company seeking to 
employ him as an agent. The appli- 
cation form also contains a certificate 
of character to be completed by two 
reputable citizens of the state and a 
list of business references. 

The department divided the licen- 
ses in the seven following classes: 


. Fire and Marine. 

Automobile. 

Casualty. 

Surety. 

Accident and Health. 

Farm Fire, Windstorm and Hail. 
Life. 


Questions and answers were then 
prepared for each class of insurance. 

At the outset I recognized the val- 
uable contribution that could be made 
in developing these questions by the 
agents, companies, as well as other 
interested parties. Accordingly, I 
appointed committees for each class 
of insurance that we wished to ex- 
amine for. These committees met 
several times by themselves and sev- 
eral times with the members of the 
department. The result of their de- 
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liberations was most gratifying. They 
developed the questions with corre- 





sponding answers that were all-inclu- 
sive and comprehensive. 

You have probably noted that 
agents now licensed are also required 
to pass the test before the expiration 
of the present license year. I took 
the stand that if the test was to be 
for determination of competence and 
knowledge of the business, that all 
agents should be required to pass the 
test. Our plan does not include the 
so-called “Grandfather Clause”. Two 
exceptions were made. One excep- 
tion applies to those applicants who 
had been awarded the degree of 
chartered life underwriter by the 
American College of Life Underwrit- 
ers of Philadelphia. Such applicants 
are tested only as to their knowledge 
of the insurance laws of the State of 
Minnesota. The other—those mem- 
bers of the armed services who held 
licenses prior to their entry into the 
service will have their licenses re- 
stored to them when they return and 
one year in which to take and pass 
the examination. 

We chose to follow the examina- 
tion method now being used exten- 
sively by the armed forces—aptitude 
testing. The object of this method 
is to test the knowledge of the indi- 
vidual: to probe deeper into the ap- 
plicant’s mind regarding the subject. 
As it happened, we were fortunate in 
having two gentlemen at the Uni- 
versity of Minnesota who developed 
many of the forms used by the armed 
services for testing in this manner. 
They were Mr. Palmer Johnson, Pro- 
fessor of Education, and Mr. How- 
ard P. Longstaff, Professor of Psy- 
chology. 

May I now follow just one of these 
committees to clearly indicate how 
this was done. Because I am most 
familiar with the activities of the life 
committee which I appointed, I would 
like to use it as the illustration. This 
committee, in cooperation with: this 
department, developed 200 questions 
with their correct answers. These 
were then submitted to the two 
gentlemen I previously mentioned at 
the University of Minnesota, who in 
turn used them in formulating the ob- 
jective type of examination, an apti- 
tude test. 

For those who are unfamiliar with 
this procedure, I will explain that it 
is merely an extension of the true and 
false method. The question is posed 
to the applicant, giving 4, 5 and 6 
possible answers. The applicant is 
to check or circle the correct answer, 
or answers. 

The individual responsible for 
grading the papers then merely places 
a stencil prepared for that purpose 

(Continued on page 24) 
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(Continued from page 21) 

ing place in the competitive field of 
both fire and casualty insurance. 

According to the report of the 
New York Superintendent of Insur- 
ance for the year 1893, thirty-nine 
joint stock fire insurance companies 
domesticated in New York wrote 
premiums totaling $32,520,903. Sixty- 
four stock fire companies of other 
states reported premiums written of 
$48,550,917, while twenty-four alien 
stock companies did business to the 
extent of $42,539,311 in premiums. 
There were in New York that year 
eight domestic and one foreign mu- 
tual fire insurance company with to- 
tal premiums of $1,585,483 or about 
1.26% of the combined stock and 
mutual figures. In the casualty field 
for that year eighteen stock casualty 
companies, including alien compan- 
ies, reported total premiums of $9,- 
770,186. No mutual casualty com- 
panies operated in the state so far as 
the records disclose. 


Twenty years later in 1913 the re- 
ports of the New York Department 
disclosed that 185 domestic, foreign 
and alien stock fire companies report- 
ing to that state received premiums 
to the total of $321,554,974. This 
was an increase from 127 to 185 in 
the number of companies reporting 
and an increase of 260% in the pre- 
miums written. In that year (1913) 
eighty domestic and foreign mutual 
fire insurance companies reported 
premiums written of $18,232,432 an 
increase from 9 to 80 in the number 
of companies and an increase of 
311.7% in the premiums written, or 
5.4% of the total stock and mutual 
business. In the casualty field for 
that year 55 domestic, foreign and 
alien stock casualty companies re- 
ported premiums written at $117,770,- 
935 which was an increase from 18 
to 55 in the number of companies 
over 1893 and an increase of 630.6% 
in premiums written. 
ports show no mutual casualty com- 
panies transacting business in that 
state. The year 1913 was one of the 
early years marking the appearance 
of workmen’s compensation legisla- 
tion. Old traditions were being up- 
set and new doctrines established. 
Employers were being brought to a 
realization of their responsibilities 
under a new master and servant re- 
lationship and required by insurance 
otherwise to guarantee their possible 
liability. Concurrently the automo- 
bile business started the period of its 
great development and the average 
man was coming to discover some- 


Still the re- . 
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what to his surprise that he was sub- 
ject to liabilities of which he had pre- 
viously thought little. The golden 
age of casualty insurance was about 
to develop. 

eee 


An examination of the New York 
State insurance reports for the year 
1933 shows that the group of 185 
domestic, foreign and alien stock fire 
companies of twenty years before 
had increased to 266 companies and 
that the premiums had _ increased 

7.3% to a total: of $602,307,765. 
While there were now but 96 mutual 
fire insurance companies reporting to 
the Department as against 80 com- 
panies twenty years earlier their pre- 
mium writing had increased 306.7% 
to $74,143,120 or 11% of the total 
stock and mutual business. In the 
casualty field the figures were even 
more interesting. While the 55 stock 
casualty companies of 1913 had in- 
creased in number to 77 in 1933 and 
had increased their premium volume 
by 328.8% to $504,432,286, there 
now appears upon the records 28 mu- 
tual casualty companies writing a to- 
tal of $68,603,504 in premiums or 
12% of the total stock and mutual 


business—when there were none in 
1913. 


The six years following 1933 cover 
much of the depression period. The 
New York State reports for 1939 tell 
us that the 266 domestic, foreign and 
alien stock fire companies of 1933 
have been increased to 280 compan- 
ies reporting a total in premiums 
written of $783,456,839 or an in- 
crease of 30.1% ; that the mutual fire 
companies have increased in number 
from 96 to 100 and in premium vol- 
ume by 38% to a total of $102,318,- 
568 or 11.6% of total stock and mu- 
tual figures. In the casualty field the 
28 mutual companies of 1933 had in- 
creased to 34 in number and the pre- 
mium volume had increased from 
$68,603,504 to $176,066,774 or 
156.6%, which was 21.0% of the to- 
tal stock and mutual figures. 

At the close of 1943 figures com- 
piled from authoritative sources dis- 
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closed that mutual fire insurance com- 
panies had increased their premium 
writings to equal 18.0% of the total 
of stock and mutual carriers; while 
the mutual casualty companies had 
come to write 25.9% of the total 
combined premiums of stock and mu- 
tual carriers in that field. 

The records are full of figures in- 
dicating that during the last quarter 
of a century, and especially during 
the last ten or fifteen years, mutual 
insurance had constantly increased 
the volume of its business and _bet- 
tered its position in the competitive 
field. In an address delivered in 1940 
an officer of one of the great stock 
casualty companies is reported to 
have said: , 

“The problem of stock casualty insurance 
may be summed up by the statement that 
the premium income today is about the 
same as it was ten years ago, while the 
premium income of mutual carriers has 
doubled in the same period.” 

To this we might add that in 1942 
the stock casualty premiums written 
amounted to $993,133,854.00 which 
was an increase of 25.1% over 1940, 
while the mutual casualty premiums 
for 1942 were $345,453,221.00 or an 
increase over 1940 of 42.1%. 

All of this brings us back to our 
original question of what has made 
it necessary for any man to fight for 
forty-seven years for the right to sell 
his business. What has induced a 
long time campaign of misrepresenta- 
tion and made it necessary for any 
man in the mutual insurance business 
to fight for the right to sell that form 
of protection to the American pub- 
lic. The answer is simple, clear and 
unmistakable—it is the penalty of 
leadership. It is what one must ex- 
pect if he represents that type of 
carrier which considers the interest 
of the policyholder paramount to all 
others. 

Mutual insurance is an American 
Institution. There is about it noth- 
ing obscure or mysterious; nothing 
that can not be understood by any 
one familiar with the elemental prin- 
ciples of sound business practice. 

No other business in America can 
match its record. 
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COMMISSIONERS 
MEMO ON TEXT 


(Continued from page 6) 
held to be unconstitutional or is re- 
jected by the courts as invalid for 
any reason, the validity of the re- 
mainder of the legislation shall not 
he adversely affected by such holding. 
Conclusion 

It will be noted that in the draft 
of the Proposed Text of Legislation 
Lo provision has been made with ref- 
erence to stock acquisition and inter- 
locking directorates (15 U. S. C. A. 
18, 19). This is not because these 
matters have been overlooked. Many 
state insurance laws already provide 
detailed regulations with reference to 
the ownership of stock by insurance 
companies, including the stock of 
other insurance companies. Further- 
more, it is not uncommon for insur- 
ance companies to combine in so- 
called “fleet” operations. Conceiv- 
ably the acquisition of an insurance 
company by another insurance com- 
pany might diminish competition be- 
tween the two, but the competition 
among “fleets” is quite intense. In 
short, such companies are frequently 
acquired for the purpose of increas- 
ing competition rather than lessen- 
ing it. 

Then, too, an insurer may become 
weakened financially making it de- 
sirable at least, for a stronger insurer 
to acquire the stock of the troubled 
company. The effect of this might 
in some cases diminish competition 
but the over-all result should be bene- 
ficial. 

Furthermore, many states require 
insurers to confine their operations to 
specific kinds or types of insurance. 
These statutory restrictions have been 
the major incentive for the formation 
of “fleets”. It would be unfortunate 
if the immediate application of Fed- 
eral laws would make some or all 
“fleet” operations illegal. The Com- 
missioners recognize that in this 
phase of the matter, as in others, a 
breathing spell must be provided, but 
the subject requires further study 
and for that reason the Commission- 
ers are not in a position at this time 
to furnish drafts of remedial legis- 
lation designed to meet this particular 
situation. 

Lastly, preparation of the proposed 
Text of Legislation, which was unan- 
imously adopted by the Executive 
Committee of the National Associa- 
tion of Insurance Commissioners, as 
prepared by the Sub-Committee on 
Federal Legislation, involved serious 
and considerable study and consider- 
ation. The Sub-Committee held meet- 
ings and hearings at several points in 
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the nation and examined and ap- 
praised a large volume of material. 
This required a review of many de- 
cisions, including those of the United 
States Supreme Court touching upon 
the constitutional aspects of the prob- 
lem, pertinent legal and other articles 
and treatises, and briefs and memo- 


randa submitted on behalf of major’ 


segments of the business, individual 
insurers and other interested persons. 
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of insurers. In the life companies 
the element of cost can be fixed with 
such a high degree of mathematical 
certainty that to sell below the proper 
rate is to invite insolvency. In other 
Imes of insurance there might be a 
temptation upon the part of some un- 
derwriters to assume that the contin- 
gency insured against will not occur. 
This has been known to result in in- 
adequate rates. and eventual insolv- 
ency or sharp claim practices. It is 
the function of the various state in- 
surance departments to prevent these 
consequences which might happen if 
the open competition contemplated by 
the anti-trust acts were permitted. 

Furthermore, history has demon- 
strated that under unrestricted com- 
petition small enterprise is at a seri- 
ous disadvantage. Under cooperative 
rate-making methods the small in- 
surance company is in a position to 
maintain its competitive standing, a 
result which by its very nature sup- 
ports the continued existence of small 
companies and new insurance enter- 
prise. 

For these and other reasons, this 
sub-committee believes it would be a 
mistake to permit or require the un- 
restricted competition contemplated 
by the anti-trust laws to apply to the 
insurance business. To prohibit com- 
bined efforts for statistical and rate- 
making purposes would be a_back- 
ward step in the development of a 
progressive business. We do not re- 
gard it as necesary to labor this point 
any further because Congress itself 
recently recognized the necessity for 
concert of action in the collection of 
statistical data and rate making when 
it enacted the District of Columbia 
fire insurance rating act. 

The action of the sub-committee in 
making this recommendation should 
by no means be construed as condon- 
ing any oppressive or destructive 
practices. It is obvious that any such 
practices are not in the best interests 
of either the insurance industry or 
the insuring public. 

We therefore recommend the im- 
mediate enactment of remedial legis- 








lation to accomplish the recommenda- 
tions hereinbefore set forth. Failure 
to provide such immediate legislative 
relief will be contrary to the best in- 
terests of the American people and 
the insurance industry. 


These recommendations if enacted 
into law (a) will stabilize the indus- 
try, as a consequence of which the 
public will gain; (b) will reduce pos- 
sible conflicts between the sphere of 
federal influence and state regulation ; 
«znd (c) will enable insurers to per- 
form their necessary public functions. 

In any business as large and as 
complicated as insurance, it is mani- 
test that no legislative program can 
meet every conceivable contingency 
or development which may material- 
ize. We have not been unmindful of 
that fact in making the foregoing 
recommendations. Fundamentally, 
they are designed to provide a frame- 
work upon which immediate legisla- 
tive relief may be obtained. 
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and fuselage covering on small planes 
is impregnated with highly flammable 
dope. Gasoline must be used in large 
quantities. The flying operation re- 
quires mental and physical reactions 
which are quite foreign to a people 
accustomed to surface travel. Mu- 
tual insurance companies have as- 
sisted many industries in reducing 
the effects of inherent hazards. Avi- 
ation is one more industry which can 
be benefited by the application of mu- 
tual loss prevention methods. 


Predictions regarding the develop- 
ment of aviation in this country indi- 
cate a confirmed belief that a large 
part of our population will travel by 
air in the near future. This ex- 
pected progress will be greatly en- 
couraged if insurance companies will 
take the lead in safety work. The 
resulting decrease in losses will per- 
mit a corresponding decrease in in- 
surance costs and lower costs will 
open the way to a really important 
volume of aviation insurance. 


AGENT'S QUALIFICATION 
(Continued from page 22) 

over the paper containing all the an- 
swers as indicated by the applicant. 
If the proper answer is given, it will 
immediately show through the open- 
ing in the stencil, which in turn will 
indicate the total number of correct 








answers. 


This plan has the support of the 
agents’ organizations and associa- 
tions, the companies and the public, 
and although some complaints are 
registered, we are progressing very 
satisfactorily. 
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CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 





INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMENS MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 
CUwtC£E 





Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Lumbermens Mutual Insurance 
Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna-—-Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated. Mutuals, Inc., 
Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — 


Martin Agency, Seattle. 




























7 hasten his 
| 7 “ with Peace on Barth 


A we come again to the season graced by gifts and 
good will, there is cause for rejoicing in the victories 
that are restoring peace throughout the world. Yet the 
task is no less grave, the necessities no less urgent, as 
we enter the final stages of the war. 

The purchase of 6th War Loan Bonds is equivalent 
to the greatest of all gifts to our friends and loved ones 
on the fighting fronts, because it speeds the weapons 
and materials they need to shorten their grim remaining 
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Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wisconsin 
Mutual Implement and Hardware Insurance Company, Home Office, Owatonna, Minnesota 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office, Stevens Point, Wisconsin 
LICENSED IN EVERY STATE 
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omecoming 





task. It also means adding security to their joy in coming 
home. Each War Bond we buy and hold is both a wise 
personal investment, and a help in assuring a stable, pros- 
perous, enduring peace. 

This is the will of America: Whatever is needed to 
hasten complete victory everywhere shall be done. Let 
each of us keep this pledge in commemorating Christmas 
—with a larger War Bond purchase than any we have 
made in the past, as we pray for the war’s speedy end. 


Hardware Mutuals 


Stevens Point, Wis. * 
Compensation, Automobile and other lines of non-assessable 


CASUALTY AND FIRE INSURANCE 


Owatonna, Minn. * Offices Coast to Coast 

















